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Insurance
Australia
A R Group Limited
. ABN 60 090 739
923
388 George Street
Sydney NSW 2000
Tplf-'-nhnnp N2 9292

9 November 2004

Manager, Company Announcements

—
ey oz ([N

Level 4, Exchange Centre 04046736

20 Bridge Street ’ 1AC
P Y a & Insurance
& @ ?L Australia
SU Group

SYDNEY NSW 2000

Dear Sir/Madam
INSURANCE AUSTRALIA GROUP LIMITED (‘1AG’)

DIVIDENDS PAYABLE: RESET PREFERENCE SHARES — RPS1 (IAGPA)
and RPS2 (IAGPB)

We advise that the Board of Insurance Australia Group Limited today declared
fully franked dividends in respect of 3,500,000 Reset Preference Shares with a
face value of $100 each allotted on 4 June 2002 (RPS1) and 2,000,000 Reset
Preference Shares with a face value of $100 allotted on 20 June 2003 (RPS2) as
follows:

RPS1 RPS2
Dividend rate per annum 5.80% 4.51%
Amount payable per $100 share $2.9079 $2.2612
Record date 29 November 2004 29 November 2004
Payment date 15 December 2004 15 December 2004

If you have any queries cdncerning the above, please do not hesitate to contact
me on (02) 9292 3169.

Yours sincerely

Anne O'Driscoll wo\ﬂsow

Group Company Secretary & < HNANGN
Head of Investor Relations
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Rule 2.7, 3.10.3, 3.10.4, 3.10.5

New issue announcement,
application for quotation of additional securities
and agreement

Information or documents not available now must be given to ASX as soon as available. Information and documents
given to ASX become ASX's property and may be made public.

Introduced 1/7/96. Origin: Appendix 5. Amended 1/7/98, 1/9/99, 1/7/2000, 30/9/2001, 11/3/2002.

Name of entity
INSURANCE AUSTRALIA GROUP LIMITED

ABN
60 090 739 923

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections (attach sheets if there is not enough space).

T *Class of *securities issued or to be Fully paid ordinary shares
issued

2 Number of *securities issued or to be 63,700
issued {if known) or maximum number
which may be issued

3 Principal terms of the *securities (eg, if | On the same terms as existing Ordinary
options, exercise price and expiry date; | Shares listed on ASX.
if partly paid *securities, the amount
outstanding and due dates for payment;
if *convertible securities, the conversion
price and dates for conversion)

* See chapter 19 for defined ‘terms.
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4 Do the *securities rank equally in all
respects from the date of allotment with
an existing *class of quoted *securities?

if the additional securities do not rank

equally, please state:

+ the date from which they do

« the extent to which they participate
for the next dividend, (in the case of
a trust, distribution) or interest
payment

o the extent to which they do not rank
equally, other than in relation to the
next dividend, distribution or interest
payment

5  lIssue price or consideration

6  Purpose of the issue
(If issued as consideration for the -
acquisition of assets, clearly identify
those assets)

7 Dates of entering *securities into
uncertificated holdings or despatch of
certificates

8 Number and *class of all *securities
quoted on ASX (including the
securities in clause 2 if applicable)

Yes

An exercise price of $1 has been paid by
each holder upon the exercise of the
Performance Share Rights irrespective of the
number rights exercised by that holder, ie $6
in total. '

Shares were issued on exercise of employee

Performance Share Rights

2 November 2004

Number ' *Class

1,592,622,253 Ordinary Shares

3,500,000 Reset Preference
Shares (IAGPA)

2,000,000 Reset Preference
Shares (IAGPB)

* See chapter 19 for defined terms.
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10

Number and *class of all *securities
not quoted on ASX (including the
securities in clause 2 if applicable)

Dividend policy (in the case of a trust,
distribution policy) on the increased
capital (interests)

Number +Class

2,565,719 Options over
unissued shares

The Ordinary Shares will, from the date of
allotment, carry the right to participate in
dividends :

Part 2 - Bonus issue or pro rata issue

1

12

13

14

15

16

17

18

19

Is security holder approval required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will be
offered

*Class of *securities to which the offer
relates

*Record date to determine entitlements

Will holdings on different registers (or
subregisters) be aggregated for
calculating entittements?

Policy for deciding entitlements in
refation fo fractions

Names of countries in which the entity
has *security holders who will not be
sent new issue documents

Note: Security holders must be told how
their entitlements are to be dealt with.

Cross reference: rule 7.7.

Closing date for receipt of acceptances
or renunciations

* See chapter 19 for defined terms.
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20

21

22

23

24

25

26

27

28

29

30

31

Names of any underwriters

Amount of any underwriting fee or

commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee payable to
brokers who lodge acceptances or
renunciations on behalf of *security
hoiders

If the issue is contingent on *security
holders’ approval, the date of the
meeting

Date entitlement and acceptance form
and prospectus or Product Disclosure
Statement will be sent to persons
entitled

if the entity has issued options, and the
terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will.begin (if
applicable)

Date rights trading will end (if
applicable)

How do *security holders sell their
entittements in full through a broker?

How do *security holders sell part of
their entittements through a broker and
accept for the balance?

*+ See chapter 19 for defined terms.
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32 How do *security holders dispose of
their entiiements (except by sale
through a broker)?

33 *Despatch date

Part 3 - Quotation of Securities

You need only complete this section if you are applying for quotation of securities

34 Type of securities

(tick one)
-~ {a) ' v Securities described in Part 1
(b) All other securities

Example: restricted securities at the end of the escrowed period, partly paid securities that become fully
paid, employee incentive share securities when restriction ends, securities issued on expiry or conversion of
convertible securities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities
(If the additional securities do not form a new class, go to 43)

Tick to indicate you are providing the information or documents

35 If the *securities are *equity securities, the names of the 20 largest holders of the addition.al
*securities, and the number and percentage of additional *securities held by those holders

36 If the *securities are *equity securities, a distribution schedule of the additional *securities setting
out the number of holders in the categories

1-1,000

1,001 - 5,000

5,001 - 10,000

10,001 - 100,000

100,001 and over

37 A copy of any trust deed for the additional *securiies =~ .. ... .. .-

{now go to 43)

* See chapter 19 for defined terms.
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Entities that have ticked box 34(b)

38 Number of securities for which
*quotation is sought

39 Class of *securities for which quotation
is sought

40 Do the *securities rank equally in all
respects from the date of allotment with
an existing *class of quoted *securities?

if the additional securities do not rank

equally, please state:

» the date from which they do

o the extent to which they participate
for the next dividend, (in the case of
a trust, distribution) or interest
payment

o the extent to which they do not rank
equally, other than in relation to the
next dividend, distribution or interest
payment

41 Reason for request for quotation now

Example: In the case of restricted securities,
end of restriction period

(if issued upon conversion of another
security, clearly identify that other
security)

Number *Class

42 Number and *class of all *securities
quoted on ASX (including the securities
in clause 38)

(now go to 43)

* See chapter 19 for defined terms.

281004appendix 3b.doc Appendix 3B Page 6



All entities

Fees
43 Payment method (tick one)

v~ Cheque

Electronic payment made

Note: Payment may be made electronically if Appendix 3B is given to ASX electronically at the same time.

Periodic payment as agreed with the home branch has been arranged

Note: Arrangements can be made for employee incentive schemes that involve frequent issues of securities.

Quotation agreement

1 +Quotation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 ‘We warrant the following to ASX.

. The issue of the *securities to be quoted complies with the law and is not for
an illegal purpose.

e Thereis no reason why those *securities should not be granted *quotation.

. An offer of the *securities for sale within 12 months after their issue will not
require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Note: An entity may need to obtain appropriate warranties from subscnbers for the securities in order to be able
to give this warranty

® Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and that no-
one has any right to return any *securities to be quoted under sections 737, 738 or
1016F of the Corporations Act at the time that we request that the *securities be
quoted.

. If we are a trust, we warrant that no person has the right to return the
*securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted.

* See chapter 19 for defined terms.
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3 We will indemnify ASX to the fullest extent permitted by law in respect of any claim,
action or expense arising from or connected with any breach of the warranties in this
agreement.

4 We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation of
the *securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

Sign here: - ( Date: 28 October 2004

Company Secretary

Print name: Glenn Revell

* See chapter 19 for defined terms.
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Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information or documents not available now must be given to ASX as soon as available. Information and
documents given to ASX become ASX'’s property and may be made public.

Introduced 30/9/2001.

ame of entity Insurance Australia Group Limited

IABN 60 090 739 923

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director MICHAEL J HAWKER

Date of last notice 20/04/2004

Part 1 - Change of director’s relevant interests in securities
In the case of a trust, this includes interests in the trust made available by the responsible entity of the trust

Note: In the case of a company, interests which come within paragraph (i) of the definition of “notifiable interest of a director” should be disclosed
in this part. .

Direct or indirect interest Direct

Nature of indirect interest NA

(including registered holder)
Note: Provide details of the circumstances giving rise to the relevant
interest.

Date of change 18 October 2004

—

No. of securities held prior to change 183,971 (Direct interest)

2. 1,000,000 Performance Share Rights
over unissued shares in Insurance
Australia Group Limited (IAG) issued
under IAG’s Performance Share Rights

Plan.
Class Ordinary Shares
Number acquired 4,948
Number disposed N/A
‘Value/Consideration $25,753

Note: If consideration is non-cash, provide details and estimated valuation

4

+ See chapter 19 for defined terms.

11/3/2002
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No. of securities held after change

3. 188,919 (Direct interest)

4. 1,000,000 Performance - Share Rights
over unissued shares in Insurance
Australia Group Limited (IAG) issued
under IAG’s Performance Share Rights
Plan.

Nature of change

Example: on-market trade, off-market trade, exercise of options, issue of
securities under dividend reinvestment plan, participation in buy-back

Allocation of ordinary shares under Dividend
Reinvestment Plan

Part 2 — Change of director’s interests in contracts

Note: In the case of a company, interests which come within paragraph (ii) of the definition of “notifiable interest of a director” should be disclosed

in this part.

Detail of contract

Nature of interest

Name of registered holder
(if issued securities)

Date of change

No. and class of securities to
which interest related prior to

change .
Note: Details are only required for a contract in relation
to which the interest has changed .

Interest acquired

Interest disposed

Value/Consideration
Note: If consideration is non-cash, provide details and an
estimated valuation

Interest after change

+ See chapter 19 for defined terms.

Appendix 3Y Page 2

11/3/2002



forme e Me A el e

388 George Street
Sydney NSW 2000
Telephone 02 9292 9222
lag.com.au

6 October 2004

Manager, Company Announcements Office ))

Australian Stock Exchange Limited

“Level 4, Exchange Centre ‘ '
20 Bridge Street | I AG
SYDNEY NSW 2000 . Insurance
Australia
Group
Dear Sir/Madam

INSURANCE AUSTRALIA GROUP LIMITED (‘IAG’)
MEDIA SPECULATION

Insurance Australia Group Limited (IAG) today said there was no merger proposal
between itself and QBE Insurance following speculation in the media this morning.

Yours sincerely
Glenn Revell
Company Secretary

NRMA SGJO saic @ A e N4
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Insurance
Group

6 October 2004

The Manager

Company Announcements
Australian Stock Exchange Limited
Level 6

Exchange Centre

20 Bridge Street

Sydney NSW 2000

Dear Sir,

Re: Market Announcement

QBE INSURANCE GRGUP LIMITED
ABN 28 008 485 014

82 Pifl Strest
Sydney NSW 2000

Postal Addross
GPO Box 82
Sydney NSW 2001

Telephone: (02} 9375 4444
International: +61 2 9375 4444
Facsime: (02) 92316104

DX: 10171 Sydney Stock Exchange

I refer to the article that appeared in the Sydney Morning Herald on 6" October 2004.

QBE understands its continuous disclosure obligations under the Australian Stock
Exchange Listing Rules and has nothing to announce in respect of any current merger or

acquisition activity.

QBE has and will continue to look at various opportunities to increase shareholder value.
This includes receiving, from time to time, unsolicifed presentations from investment banks
on acquisitions and mergers with other Australian and overseas financial services

companies.

QBE has not appointed Goldman Sachs J B Were as its investment adviser on any past or

present merger and acquisition activity.

Mr Michae! Hawker, Chief Executive Officer of IAG and Mr Raymond Jones, Managing
Director of QBE’s Australian Operations are both directors of the Insurance Council of
Australia. They regularly meet to discuss industry matters, including meetings at QBE’s
head office at 82 Pitt Street, Sydney. The latest meeting was in relation to the Australian

smash repair enquiry.

Yours faithfully,

F M O’Halloran
Chief Executive Officer



388 George Street
Sydney NSW 2000
Telephone 02 9292 9222
iag.com.au

5 October 2004

Manager, Company Announcements Office » )Z

Australian Stock Exchange Limited

Level 4, Exchange Centre

20 Bridge Street l AG

SYDNEY NSW 2000 Insurance
Australia
Group

Dear Sir/Madam

INSURANCE AUSTRALIA GROUP LIMITED (‘IAG’)

PRICING OF SHARES TO BE ALLOCATED UNDER DIVIDEND
REINVESTMENT PLAN

IAG is pleased to advise that ordinary shares to be allocated under the company's
Dividend Reinvestment Plan (DRP) will be priced at $5.2047 per share for the
2004 final dividend.

The DRP price was based on an average market priée'for the ten trading days
from 20 September 2004 to 1 October 2004 inclusive.

Under the DRP, around 12.07 million ordinary shares will be allocated to
participating shareholders on 18 October 2004, at the same time as interim
dividend payments are made. Shares to be allocated to partlcupatmg shareholders -
are being purchased on market.

Participating shareholders will be mailed a notice of their new shareholding on
18 October 2004,

- Yours sincerely

Glenn Revell
Company Secretary

Doy ¢ g "B swann |
NRMA sGio saic \ccu Nign. R N4
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388 George Street
Fr oo ‘ Sydney NSW 2000
HR P R Telephone 02 8292 9222
iag.com.au

| _October 2004

Manager, Company Announcements Office T )2 .
Australian Stock Exchange Limited ‘
Level 4, Exchange Centre

20 Bridge Street lAG
SYDNEY NSW 2000 Insurance

Australia
Group

‘Dear Sir/Madam

INSURANCE AUSTRALIA GROUP LIMITED (‘1AG’)
INVESTOR PRESENTATION

Please find attached copy of presentation by Insurance Australia Group’s
Limited CEO, Mr Michael Hawker, to the Merrill Lynch AustraIaS|an Equities
Conference held in New York, this morning.

Yours truly
v’é —N/Q/e

Glenn Revell
Company Secretary

Attachment (23 pages)

INSURANCE
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1AG

Insurance
Australia
Group

Insurance Australia Group

Presentation by Michael Hawker, CEO
Merrill Lynch Australian Equities Conference
- New York, 30 September 2004

NRMA SGJIO SGIC

INSURANCE

) _— Insurance Australia Group Limited
@ N B N4 ABN 60 090 739 923



Important information )
. , IAG

The information in this presentation is an overview and does not contain all information necessary to an investment decision. _%mcﬁqm_\_,.nm
ustralia
The information contained in this presentation and accompanying materials has been prepared in good faith by IAG. No Group

representation or warranty, express or implied, is made as to the accuracy, adequacy or reliability of any statements, estimates

- or opinions or other information contained in this presentation. To the maximum extent permitted by law, IAG, its directors,
officers, employees and agents disclaim all liability and responsibility (including without limitation any liability arising from fault
or negligence on the part of IAG, its directors, officers, employees and agents) for any direct or indirect loss or damage which
may be suffered by any recipient through use of or reliance on anything contained in or omitted from this presentation. in
making an investment decision, investors must rely on their own examination of IAG, including the merits and risks involved.

Investors should consult with their own legal, tax, business and/or financial advisors in connection with any acquisition of
securities.

This presentation is not a prospectus nor an offer of shares for subscription or sale in any jurisdiction. This presentation does
not constitute an offer to sell, or a solicitation of an offer to buy, securities in the United States or to any U.S. person, as defined
in Regulation S under the U.S. Securities Act of 1933, as amended (the “U.S. Securities Act”). Securities may not be offered or
sold in the United States, or to or for the account of any U.S. person (as defined in Regulation S under the U.S. Securities Act),
unless the securities have been registered under the U.S. Securities Act or an exemption from registration is available.

Certain statements contained in this presentation may constitute “forward-looking statements” or statements about “future
matters” for the purposes of section 728(2) of the Corporations Act 2001 (Cth) and/or “forward-looking statements” within the
meaning of the U.S. Private Securities Litigation Reform Act of 1995. These forward-looking statements speak only as of the
date of this presentation. The forward-looking statements involve known and unknown risks, uncertainties and other factors that
may cause IAG’s actual results, performance or achievements to differ materially from any future results, performance or
achievements expressed or implied by these forward-looking statements. Neither 1AG, nor any other person, gives any
representation, assurance or guarantee that the occurrence of the events expressed or implied in any forward looking
statements in this presentation will actually occur.

This presentation is being supplied to you solely for your information and may not be reproduced or distributed to any other
person (including any general distribution in the United States) or published, in whole or in part, for any purpose without the
prior written permission of IAG.

All amounts are presented in Australian dollars.

\ Insurance Australia Group Limited
2-_$> SGJO WQ_O nmc Ay - NA ABN 60 090 739 923
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Y2 Appendix 3B
e B New issue announcement

Rule 2.7, 3.10.3,3.10.4, 3.10.5

- Appendix 3B

New issue announcement,
application for quotation of additional securities
and agreement

Information or documents not available now must be given to ASX as soon as available. Information and documents
given to ASX become ASX's property and may be made public.

Introduced 1/7/96. Origin: Appendix 5. Amended 1/7/98, 1/9/99, 1/7/2000, 30/9/2001, 11/3/2002.

Name of entity
INSURANCE AUSTRALIA GROUP LIMITED

- ABN
60 090 739 923

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections (attach sheets if there is not enough space).

1 *Class of *securities issued or to be Fully paid ordinary shares
issued

2 Number of *securities issued or to be 65,000
issued (if known) or maximum number
which may be issued

3 Principal terms of the *securities (eg, if | On the same terms as existing Ordinary
options, exercise price and expiry date; | Shares listed on ASX.
if partly paid *securities, the amount
outstanding and due dates for payment;
if *convertible securities, the conversion
price and dates for conversion)

* See chapter 19 for defined terms.

290904appendix 3b.doc Appendix 3B Page 1




Appendix 3B
New issue announcement

4 Do the *securities rank equally in all Yes
respects from the date of allotment with
an existing *class of quoted *securities?
If the additional securities do not rank
equally, please state;
o the date from which they do
» the extent to which they participate
for the next dividend, (in the case of
a trust, distribution) or interest
payment .
» the extent to which they do not rank
equally, other than in relation to the
next dividend, distribution or interest
payment
5 Issue price or consideration An exercise price of $1 has been paid by
each holder upon the exercise of the
Performance Share Rights irrespective of the
number rights exercised by that holder, ie $4
in total.
6  Purpose of the issue Shares were issued on exercise of employee
(If issued as consideration for the Performance Share Rights
acquisition of assets, clearly identify
those assets)
7 Dates of entering *securities into 1 October 2004
uncertificated holdings or despatch of
certificates
Number *Class
8 Number and *class of all *securities 1,592,558,553 Ordinary Shares
quoted on ASX (including the
securities in clause 2 if applicable) 3,500,000 Reset Preference
Shares (IAGPA)
2,000,000 Reset Preference
Shares (IAGPB)

* See chapter 19 for defined terms.

290904appendix 3b.doc Appendix 3B Page 2




Appendix 3B
New issue announcement

10

Part 2 - Bonus issue or pro rata issue

1

14

15

16

17

19

Number and *class of all *securities
not quoted on ASX {including the
securities in clause 2 if applicable)

Dividend policy (in the case of a trust,
distribution policy) on the increased
capital (inferests)

Is security holder approval required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will be
offered

*Class of *securities to which the offer
relates

*Record date to determine entitlements

Will holdings on different registers (or
subregisters) be aggregated for
calculating entitlements?

Policy for deciding entitlements in
relation to fractions

‘Names of countries in which the entity

has *security holders who will not be
sent new issue documents

Note: Security holders must be told how
their entitlements are to be dealt with.

Cross reference: rule 7.7.

Closing date for receipt of acceptances
or renunciations

Number

+Class

2,629,419

Options over
unissued shares

The Ordinary Shares will, from the date of
allotment, carry the right to participate in

dividends

* See chapter 19 for defined terms.

290904appendix 3b.doc
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Appendix 3B
New issue announcement

20

21

22

2

24

25

26

27

28

30

31

Names of any underwriters

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee payable to
brokers who lodge acceptances or
renunciations on behalf of *security
holders

If the issue is contingent on *security
holders’ approval, the date of the
meeting :

Date entitlement and acceptance form
and prospectus or Product Disclosure
Statement will be sent to persons
entitled

If the entity has issued options, and the
terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading wilt begin (if
applicable)

Date rights trading will end (i
applicable)

How do *security holders sell their
entitlements in full through a broker?

How do *security holders sell part of
their entitiements through a broker and
accept for the balance?

* See chapter 19 for defined terms.

290904appendix 3b.doc

Appendix 3B Page 4




Appendix 3B
New issue announcement

32 How do *security holders dispose of
their entitlements (except by sale
through a broker)?

33 +Despatch date

Part 3 - Quotation of securities

You need only complete this section if you are applying for quotation of securities

34 Type of securities
(tick one)

. @ |y

Securities described in Part 1

(b) |:| All other securities

Example: restricted securities at the end of the escrowed period, partly paid securities that become fully
paid, employee incentive share securities when restriction ends, securities issued on expiry or conversion of
convertible securities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities
(If the additional securities do not form a new class, go to 43)

Tick to indicate you are providing the information or documents

35 I:I
36 D

37[]

(now go to 43)

If the *securities are *equity securities, the names of the 20 largest holders of the additional
*+securities, and the number and percentage of additional *securities held by those holders

If the *securities are *equity securities, a distribution schedule of the additional *securities setting
out the number of holders in the categories
1-1,000

1,001 - 5,000

5,001 - 10,000

10,001 - 100,000

100,001 and over

i

A copy of any trust deed for the additional *securities

+ See chapter 19 for defined terms.
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Appendix 3B
New issue announcement

Entities that have ticked box 34(b)

38 Number of securities for which
*+quotation is sought

39 Class of *securities for which quotation
is sought

40 Do the *securities rank equally in all
respects from the date of allotment with
an existing *class of quoted *securities?

If the additional securities do not rank

equally, please state:

« the date from which they do

» the extent to which they participate
for the next dividend, (in the case of
a trust, distribution) or interest
payment

+ the extent to which they do not rank
equally, other than in refation to the
next dividend, distribution or interest
payment

4 Reason for request for quotation now

Example: In the case of restricted securities,
end of restriction period

(if issued upon conversion of another
security, clearly identify that other
security)

Number *Class

42 Number and *class of all *securities
quoted on ASX (including the securities
in clause 38)

(now go 1o 43)

* See chapter 19 for defined terms.
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Appendix 3B
New issue announcement

All entities

Fees
43 Payment method (tick one)

vy~  Cheque

I:l Electronic payment made

Note: Payment may be made electronically if Appendix 3B is given to ASX electronically at the same time.

|:| Periodic payment as agreed with the home branch has been amanged

Note: Arrangements can be made for employee incentive schemes that involve frequent issues of securities.

Quotation agreement

1 *Quotation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

J The issue of the *securities to be quoted complies with the law and is not for

an illegal purpose.

. There is no reason why those *securities should not be granted *quotation.

. An offer of the "securities for sale within 12 months after their issue will not
require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Note: An entity may need to obtain appropriate warranties from subscribers for the securities in order to be
able to give this warranty

. Section 724 or section 1016E of the Corporations Act does not apply to any
applications recetved by us in relation to any *securities to be quoted and that no-
one has any right to return any *securities to be quoted under sections 737, 738 or
1016F of the Corporations Act at the time that we request that the *securities be
quoted.

. If we are a trust, we warrant that no person has the right to return the
*securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted.

* See chapter 19 for defined terms.
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Appendix 3B
New issue announcement

We will indemnify ASX to the fullest-extent permitted by law in respect of any claim,
action or expense arising from or connected with any breach of the warranties in this
agreement.

We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation of
the *securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete. .

' NN,
* Sign here: Date: 29 September 2004

Company Secretary

Print name: Glenn Revell

* See chapter 19 for defined terms.
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8 September 2004

RECEIVED
B OEC 1y oA Gy
GEFICE OF TS !

Australian Securities and Invéstfieats Comrission
Level 18, No 1 Martin Place
SYDNEY

NSW 2000

Dear Sir
Issue of Bonus Equity Shares (BES)

We attach, pursuant to CO 03/184 and CO 03/806, copies of the:

ABN 60 090 739 923
388 George Street
Sydney NSW 2000
Telephone 02 9292 9222
laglimited.com.au

Insurance
Australia
Group

1.  Insurance Australia Group Limited Share and Performance Award Rights Plan

Trust Deed (Trust Deed); and
2.  Bonus Equity Share Plan (BES Plan) Terms; and
3. For the offers made under the BES Plan pursuant to the:
a. IMA LTI Plan; and
b. IAG STI Plan,
. a copy of the:
c. Cover letter;
d. Application Form; and
e. Explanatory Booklet (including Tax Guide);
These documents (other than the Trust Deed), together with offers under the BES
Plan, were first provided to eligible employees under the IMA LTI Plan on 7

September 2004 and to those eligible employees under the IAG STI Plan on 6
September 2004 (notwithstanding the dates on the cover letters).

Yours sincerely

Glenn Revell
Company Secretary

{S0004132} 1




£y

The IAG Shareand =~~~ ™~
Performance Award Rights - ‘4 4 i |
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Plans Trust © 0 co e

Trust Deed

Mallesons Stephen Jaques

Rialto
525 Collins Street
Meibourne Vic 3000
Telephone (61 3) 9643 4000
Fax (61 3) 9643 5999
DX 101 Melbourne
Ref: JAC
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iRUSI DEED

Date: [12 FEBRUARY 2001 AS AMENDED]
Parties: INSURANCE AUSTRALIA GROUP LIMITED (“IAGL”) (ABN 60 090 739
923) of 388 George Street, Sydney, NSW
and
IAG SHARE PLAN NOMINEE PTY LIMITED (ABN 52 095 125 152)
of 388 George Street, Sydney, NSW
Recitals:
A. IAGL wishes to establish a trust to give Employees selected by the
Board and Non-Executive Directors of IAGL the opportunity to have
greater involvement with, and share in the future growth and
profitability of, the Group.
B. The Trustee has agreed to act as the first trustee of the Trust and has

Operative provisions:

1 Definitions and

agreed to hold shares in relation to the Plan on the terms and
conditions set out in this deed.

interpretation

1.1

iag trust deed (amended at 18 oct 02).doc

The following words and phrases have these meanings in this deed
unless the contrary intention appears:

Acceptance Date means the date the Trustee makes a resolution in
accordance with clause 4.5, 5.5, 6.5 or 7.5, as appropriate, in relation
to an offer.

Account of a Participant means an account referred to in clause 10.

Accretion means any accretion, dividend, distribution, entitlement,
benefit or right of whatever kind whether cash or otherwise which is
issued, declared, paid, made, arises or accrues directly or indirectly to
or in respect of a Share including, without limitation, any such
entitlement relating to a subdivision, consolidation or other
reconstruction, any rights issue, bonus issue, Entitlements Offer, or
distribution from any reserve of IAGL and any reduction of capital.

Allocation Share means a Share allocated under clause 5.

Allocation Share Plan means the terms of the Trust as they apply to
Allocation Shares.

Application Form means a form to offer to acquire Bonus Equity
Shares, Allocation Shares, Equity Shares or NED Shares, as
appropriate, under the Plan in the form determined by the Board from
time to time.

290903



ASX means Australian Stock Exchange Limited.

Auditor means any person registered as an auditor under the
Corporations Law.

Board means all or some of the Directors acting as a board of IAGL
or, if the relevant powers or discretions have been delegated by the
Board, the committee or individuals acting as delegates of the Board.

Bonus Equity Share means a Share allocated under clause 4.

Bonus Equity Share Plan means the terms of the Trust as they apply
to Bonus Equity Shares.

Bonus Shares means the shares in respect of the Shares held by the
Trustee on behalf of a Participant issued as part of a bonus issue to
security holders of IAGL.

Cash Dividend means a dividend declared or paid with respect to
Shares which is payable wholly in cash or, in the case of a dividend
declared or paid with respect to Shares which is payable only partly in
cash, that part of the dividend which is payable in cash.

Director means a director of IAGL.

Employee means at the relevant time a permanent full time employee
of a body corporate which is in the Group and a part time, fixed term
or casual employee of the body corporate at that time (including a
director of a body corporate in the Group who holds on a permanent
full time or part time basis salaried employment in a body corporate
which is in the Group).

Equity Share means a Share allocated under clause 6.

Equity Share Plan means the terms of the Trust as they apply to
Equity Shares.

Entitlements Offer means an offer to subscribe for or otherwise
acquire issued or unissued securities, whether of IAGL or any other
body.

Event means:

(a) a takeover bid is made to the holders of issued ordinary fully
paid shares in IAGL (other than as a result of an allotment or
transfer approved by the Board);

(b) a statement is lodged with the ASX to the effect that a person
has become entitled to not less than 15% of the total number of
votes attaching to voting shares in IAGL (other than as a result
of an allotment or transfer approved by the Board);

(c) pursuant to an application made to the Court, the Court orders
a meeting to be held in relation to a proposed compromise or




arrangement for the purpose of or in connection with a scheme
for the reconstruction of [AGL or its amalgamation with any
other companies;

(d) IAGL passes a resolution for voluntary winding up; or
(e) an order is made for the compulsory winding up of IAGL.

Executive means an Employee whom the Board determines to be in an
executive position.

Group means IAGL and each body corporate that is a subsidiary of
TAGL under Division 6 of Part 1.2 of the Corporations Law.

Listing Rules means the Listing Rules of ASX as published from time
to time, as amended by either a ruling or waiver given by the ASX to
[AGL.

NED Share means a Share allocated under clause 7.

NED Share Plan means the terms of the Trust as they apply to NED
Shares.

Net Income means, in respect of a financial year of the Trust, an
amount which the Trustee determines to be the “net income” (as
defined in Section 95 of the Income Tax Assessment Act 1936) of the
Trust for the Year of Income.

IAGL means Insurance Australia Group Limited (ABN 60 090 739 923).

TAGL shares or shares means fully paid ordinary shares in the capital
of IAGL.

Non-Executive Director means a Director who is not an Executive.

Offer Closing Date means the date for receipt of Applications by
Executives to participate in the Performance Award Rights Plan as
specified in the Application Form.

Participant means a Participating Employee (including an Executive)
or Participating Director, or both of these, as appropriate.

Participating Director means a Non-Executive Director who is
participating, or who has been invited and has applied to participate, in
the Plan in accordance with clause 7.

Participating Employee means an Employee (including an Executive)
who is participating, or who has been invited and has applied to
participate, in the Plan in accordance with clause 4, 5, 6, or 8.

Performance Award Rights means the rights issued under clause 8.

Performance Award Rights Plan means the terms of the Trust as
they apply to Performance Award Rights.



Plan means one or all of the Bonus Equity Share Plan,. Allocation
Share Plan, Equity Share Plan, NED Share Plan and the Performance
Award Rights Plan, as the context requires.

Restriction Period means, in respect of a Plan, the period specified by
the Board at the time of the invitation referred to in clause 4.1 or 5.1,
6.1 or 7.1, as appropriate.

Retirement in relation to a Participating Employee means retirement
by the Participating Employee from employment of any body corporate
in the Group at age 55 or over.

Shares means:

(a) the ordinary fully paid shares in the capital of [AGL or any
other financial instrument or security allocated to a Participant
in accordance with clauses 4, 5, 6, 7 and 8 of this deed; and

(b) Bonus Shares which are deemed to be Shares by virtue of the
terms of Bonus Equity Shares, Allocation Shares, Bonus
Equity Share Shares, NED Shares or Performance Award
Rights.

Share Rights means any rights to acquire shares or securities issued or
to be issued by IAGL.

Tax means all kinds of taxes, duties, imposts, deductions, charges and
withholdings imposed by a government, together with interest and
charges.

Transaction Costs means, in respect of a Share, the Trustee’s estimate
of the reasonable cost that the Trustee would incur if the Trustee had
acquired the share on market on the date of allocation of the Share.

Total and Permanent Disablement in relation to a Participant means
that the Participant has, in the opinion of the Board:

(a) after considering such medical and other evidence as it sees
fit, become incapacitated to such an extent as to render the
Participant unlikely ever to engage in any occupation for
which he or she is reasonably qualified by education, training
or experience;

(b) been continuously absent from all active work for a period of
at least six months and has been required to participate in a
rehabilitation program; or

(c) been classified as having total and permanent invalidity or
disability in accordance with the superannuation provision
relevant to any Participant.

Trust means the trust established by this deed.
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1.3

Trustee means initially IAG Share Plan Nominee Pty Limited and
thereafter means the trustee from time to time of the Trust.

Year of Income means a period of 12 months ending on 30 June in
any year and includes the period commencing on the date of this deed
and terminating on the next 30 June and the period ending on the date
of termination of the Trust and commencing on the preceding 1 July.

In this deed, unless the contrary intention appears:
(a) the singular includes the plural and vice versa;

(b) a reference to a recital, this deed or a clause means the recital,
this deed or the clause as amended from time to time in
accordance with this deed;

(c) a reference to a rule, statute, or other law includes regulations
and other instruments under it and consolidations,
amendments, re-enactments or replacements of any of them;
and

(d) a reference to a person includes a reference to the person’s
legal personal representatives, executors, administrators and
successors, a firm or a body corporate.

Headings are inserted for convenience and do not affect the
interpretation of this deed.

2 Establishment of Trust

2.1

22

23

3 Trustee

IAG Share Plan Nominee Pty Limited is hereby appointed by IAGL
and agrees to act as Trustee of the Trust on the terms of this deed.

The Trust comes into operation on the date of the first contribution of
capital to the Trust by IAGL.

The Trust shall be known as The IAG Share and Performance Award
Rights Plans Trust.

Nature, appointment and removal

3.1

The Trustee ceases to be the Trustee when:
(a) either:

(1) - the Trustee gives notice in writing to IJAGL that 1t
wishes to retire as Trustee; or

(i) IAGL serves notice in writing on the Trustee that it is
removed as Trustee of the Trust; and

(b) a new Trustee is appointed.



32 On the retirement or removal of the Trustee, IAGL may appoint such
new Trustee as it thinks fit.

Transfer of assets
33 On a change of Trustee, the retiring Trustee must execute all transfers,
deeds or other documents necessary to transfer assets into the name of
the new Trustee.

Powers of Trustee
3.4 Subject to this deed, the Trustee has all the powers in respect of the

Trust that it is legally possible for a Trustee to have as a body
corporate and, for the avoidance of doubt, these powers are in addition
to all the powers invested in trustees by the Trustee Act 1925 (NSW)
and (to the maximum extent permitted by law) are not subject to any
restrictions on the powers of trustees that may be imposed under the
Trustee Act 1925 (NSW). For example the Trustee has the following
powers:

(a) to enter into and execute all contracts, deeds and documents
and do all acts or things which it deems expedient for the
purpose of giving effect to and carrying out the trusts, powers
and discretions conferred on the Trustee by this deed;

b) to subscribe for, purchase or otherwise acquire and to sell or
otherwise dispose of property, rights or privileges which the
Trustee is authorised to acquire or dispose of on terms and
conditions which it thinks fit;

() to appoint and, at its discretion, remove or suspend custodians,
trustees, managers, servants and other agents, determine the
powers and duties to be delegated to them, pay such
remuneration to them as it thinks fit and any person so
employed or engaged is deemed for the purpose of the deed to
be employed or engaged by the Trustee;

(d) to institute, conduct, defend, compound or abandon any legal
proceeding concerning the Trust and also to settle or
compromise and allow time for payment or satisfaction of any
debts due and of any claims or demands by or against the
Trustee in respect of the Trust;

(e) to refer any claim or demand by or against the Trustee in
respect of the Trust to arbitration and observe and perform
awards;

63 to make and give receipts, releases and other discharges for

money payable to the Trust;

(g) to open bank accounts and to retain on current or deposit
account at any bank any money which it considers proper and
to make regulations for the operation of those bank accounts
including the signing and endorsing of cheques; ‘




(h) to sell any Share Rights and apply the proceeds of sale in
accordance with this deed;

(1) to take and act upon the advice or opinion of any legal
practitioner (whether in relation to the interpretation of this
deed, any other document or statute or as to the administration
of the trusts hereof) or any other professional person and
whether obtained by the Trustee or not, without being liable in
respect of any act done by it in accordance with such advice or
opinion;

)] to determine who is entitled to sign on the Trustee’s behalf
receipts, acceptances, endorsements, releases, contracts and
documents; and

(k) generally to do all acts and things which the Trustee considers
necessary or expedient for the administration, maintenance and
preservation of the Trust and in performance of its obligations
under this deed.

Instructions by Participants

3.5

Remuneration of Trustee
3.6

No security
3.7

Contflict of interest
3.8

For the purposes of this deed, the Trustee is entitled to regard as valid
an instruction, consent or other authorisation given or purported to be
given by a Participant, whether in writing and signed by or purporting
to be signed by the Participant or in any other form approved by the
Board.

The Trustee is not entitled to receive from the Trust any fees,
commission or other remuneration in respect of its office, but IAGL
may pay to the Trustee from IAGL’s own resources such fees and
reimburse such expenses incurred by the Trustee as JAGL and the
Trustee agree from time to time. The Trustee is entitled to retain for
its own benefit any such fee or reimbursement.

Neither the Trustee nor IAGL may use as security the Shares held by
the Trustee on behalf of a Participant.

A person who is a director of the Trustee may, except where prohibited
by the Corporations Law, act in that capacity notwithstanding a
conflict of interest or duty.

3A Maximum number of shares issued under a Plan Trustee

Allocation Shares, Equity Shares, Bonus Equity Shares, NED Shares
and Shares over which Performance Award Rights are granted must
not be issued by IAGL, if immediately following the proposed issue:

(a) the number of shares proposed to be issued; plus



(b) the number of Allocation Shares, Equity Shares, Bonus Equity
Shares, NED Shares and Shares over which Performance
Award Rights issued by IAGL for a Plan in the period of 5
years preceding the time of the proposed issue; plus

(c) the number of shares issued by IAGL for every other employee
: incentive scheme of IAGL in the period of 5 years preceding
the time of the proposed issue; plus

(d) the number of shares that would be issued if all options issued
for every other employee incentive schemes of IAGL in the
period of 5 years preceding the time of the proposed issue by
IAGL of Shares for this Plan were exercised (excluding those
Share Rights issued under employee incentive schemes of
IAGL which have lapsed),

would exceed 5% of the number of shares in the issued capital of
IAGL immediately following the proposed issue.

4  Grant of Bonus Equity Shares

Participation
4.1

In its absolute discretion, the Board may invite an Employee to
participate in the Plan and invite the Employee to make an offer to the
Trustee for Bonus Equity Shares. In determining the number of Bonus
Equity Shares to which the invitation relates, the Board may have
regard to the Transaction Costs in relation to the Bonus Equity Shares.

Terms of Bonus Equity Shares

4.2

Bonus Equity Shares allocated under this Plan must be on the terms set
out in schedule 1 of this deed, unless the Board determines otherwise
in its absolute discretion.

No cost to Participating Employee

4.3

Offer
4.4

4.5

4.6

A Participating Employee is not liable to make any payment on
acceptance of an offer for Bonus Equity Shares.

Following an invitation under clause 4.1, an offer by the Employee to
the Trustee for Bonus Equity Shares must be made on an Application
Form, or in any other form approved by the Board, on or prior to the
Acceptance Date.

The offer made by the Participating Employee is accepted by the
Trustee resolving to grant Bonus Equity Shares in accordance with the
Plan by allocating Shares to the Account established for the
Participating Employee.

By making the offer for Bonus Equity Shares, the Participating
Employee agrees to be bound by the terms of this deed and the
constitution of TAGL.




5 Grant of AIIocéti'on Shares

Participation
5.1 In its absolute discretion, the Board may invite an Employee to
participate in the Plan and invite the Employee to make an offer to the
Trustee for Allocation Shares. In determining the number of
Allocation Shares to which the invitation relates, the Board may have
regard to the Transaction Costs in relation to the Allocation Shares.

Terms of Allocation Shares
5.2 Allocation Shares allocated under this Plan must be on the terms set
out in schedule 2 of this deed, unless the Board determines otherwise
in its absolute discretion.

No cost to Participating Employee
53 A Participating Employee is not liable to make any payment on
acceptance of an offer for Allocation Shares.

Offer
54 Following an invitation under clause 5.1, an offer by the Employee to
the Trustee for Allocation Shares must be made on an Application
Form, or in any other form approved by the Board, on or prior to the
Acceptance Date.

5.5 The offer made by the Participating Employee is accepted by the
Trustee resolving to grant Allocation Shares in accordance with the
Plan by allocating Shares to the Account established for the
Participating Employee.

5.6 By making the offer for Allocation Shares, the Participating Employee
agrees to be bound by the terms of this deed and the constitution of
IAGL.

6 Grant of Equity Shares

Participation
6.1 In its absolute discretion, the Board may invite an Employee to
participate in the Plan and invite the Employee to make an offer to the
Trustee for Equity Shares. In determining the number of Equity
Shares to which the invitation relates, the Board may have regard to
the Transaction Costs in relation to the Equity Shares.
Terms of Equity Shares

6.2 Equity Shares allocated under this Plan must be on the terms set out in
schedule 3 of this deed, unless the Board determines otherwise in its
absolute discretion.

No cost to Participating Employee
6.3 A Participating Employee is not liable to make any payment on
acceptance of an offer for Equity Shares.



Offer
6.4

6.5

6.6

Following an invitation under clause 6.1, an offer by the Employee to
the Trustee for Equity Shares must be made on an Application Form,
or in any other form approved by the Board, on or prior to the
Acceptance Date.

The offer made by the Participating Employee is accepted by the
Trustee resolving to grant Equity Shares in accordance with the Plan
by allocating Shares to the Account established for the Participating
Employee.

By making the offer for Equity Shares, the Participating Employee
agrees to be bound by the terms of this deed and the constitution of
IAGL.

7 Grant of NED Shares

Participation
7.1
Terms of NED Shares
7.2

The Board may invite a Non-Executive Director to participate in the
Plan and invite the Non-Executive Director to make an offer to the
Trustee for NED Shares. In determining the number of NED Shares to
which the invitation relates, the Board may have regard to the
Transaction Costs in relation to the NED Shares.

NED Shares allocated under this Plan must be on the terms set out in
schedule 4 of this deed, unless the Board determines otherwise in its
absolute discretion.

No cost to Nen-Executive Director

7.3

Offer
7.4

7.5

7.6

A Non-Executive Director is not liable to make any payment upon the
acceptance of an offer for NED Shares under the Plan.

Following an invitation under clause 7.1, an offer by the Non-
Executive Director to the Trustee for NED Shares must be made on an
Application Form, or in any other form approved by the Board, on or
prior to the Acceptance Date.

The offer made by the Participating Director is accepted by the Trustee
resolving to grant the NED Shares in accordance with the Plan by
allocating Shares to the Account established for the Participating
Director.

By making the offer for NED Shares the Participating Director agrees
to be bound by this deed and the constitution of IAGL.

8 Grant of Performance Award Rights




Invitation to participate

Terms of Rights

Offer

8.1

8.2

8.3

8.4

8.5

8.6

In its absolute discretion, the Board may invite an Executive to
participate in the Plan and invite the Executive to make an offer to the
Trustee for Performance Award Rights.

In determining whether to make an invitation to an Executive under
clause 8.1 and determining the terms of such invitation, the Board may
have regard to:

(a) the position in IAGL held or to be held by the Executive;
(b) the Executive ’s length of service with IAGL;
(c) the contribution made by the Executive to IAGL;

(d) the potential contribution to be made by the Executive to
TAGL; and

(e) any other matters which the Board considers relevant.

The Performance Award Rights granted under this Plan must be on the
terms set out in schedule 5 of this deed, unless the Board determines
otherwise in its absolute discretion.

The offer by the Executive to the Trustee for Performance Award
Rights must be made on an Application Form and include the
following details:

(a) the name of the Executive;

(b) the nature and number of Performance Award Rights being
offered;

(c) the closing date for the offer of the Performance Award Rights;
and

(d) the terms of grant determined by the Board under clause 8.3.

To make an offer to the Trustee following an invitation to an
Executive under clause 8.1, an Executive must:

(a) complete and sign the appropriate Application Form in respect
of a number of Performance Award Rights which is not greater
than the number of Performance Award Rights which the
Executive is invited to acquire and not less than the minimum
number (if any) specified in the invitation; and

(b) return the completed and signed Application Form to the
Trustee on or prior to the Offer Closing Date.

The offer made by an Executive for Performance Award Rights is
accepted by the Trustee by resolving to grant the Rights in accordance
with the Plan.



8.7

By making the offer for a Performance Award Right, the Executive
agrees to be bound by this deed and the constitution of IAGL.

Legal personal representative

8.8

A legal personal representative of the Performance Award Right
Holder may be recognised by the Trustee as a holder of an
Performance Award Right Holder’s Performance Award Rights in
circumstances where either the Performance Award Right Holder has
died or the Performance Award Right Holder’s estate is liable to be
dealt with under the laws relating to mental health, on the production
to the Trustee of documents or other evidence which the Trustee may
reasonably require to establish the entitlement of the legal personal
representative.

9  Acquisition and allocation of Shares by Trustee

Trustee to acquire or allocate shares for Bonus Equity Shares, Allocation Shares, Equity
Shares, NED Shares and Performance Award Rights

9.1

9.2

Subject to the Trustee:

(a) receiving sufficient payment (whether being the proceeds of a
loan provided to the Trustee by IAGL or payment from [AGL);

(b) having sufficient funds or shares in the Trust; or

(©) receiving or having sufficient funds or shares from a
combination of (a) and (b) above,

the Trustee must allocate shares to the Account established for the
Participant in order to grant:

(d) Bonus Equity Shares under clause 4; or
(e) Allocation Shares under clause 5;

® Equity Shares under clause 6;

(g) NED Shares under clause 7.

The Trustee may acquire Shares for the purpose of granting Bonus
Equity Shares, Allocation Shares, Equity Shares, NED Shares and
Performance Award Rights from time to time. Shares acquired in
accordance with this clause are to be registered in the name of the
Trustee on acquisition.

Legal and beneficial interest of Participants in Shares

93

Shares allocated in accordance with clause 9.1 in order to grant Bonus
Equity Shares, Allocation Shares, Equity Shares and NED Shares must
be held on the terms of this deed by the Trustee on behalf of the
relevant Participant who is the beneficial owner of the Shares subject
to the terms of the Plan under which the shares were allocated. All




Rights of IAGL in Shares

10

Accounts

9.4

9.5

interests and benefits to be held by the Trustee on behalf of a
Participant under this deed are strictly personal to that Participant.

For avoidance of any doubt, a Participant has no legal or beneficial
interest in a Share by virtue of acquiring or holding a Performance
Award Right. The Participant’s rights under the Performance Award
Right are purely contractual and personal.

Nothing in this deed confers or is intended to confer on IAGL, any
charge, lien or any other proprietary right or proprietary interest in the
Shares acquired by the Trustee under this clause 9 in relation to any
Bonus Equity Shares, Allocation Shares, Equity Shares, NED Shares
or Performance Award Rights. The rights of IAGL under this deed are
purely contractual.

11

10.1

10.2

Payments

The Trustee must open and maintain an account in respect of each
Participant.

Each account must record:

(a) the number of Bonus Equity Shares, Allocation Shares, Equity
Shares, NED Shares and Performance Award Rights which
each relevant Participant has been granted or to which they are
entitled, as appropriate;

(b) the date of acquisition of Bonus Equity Shares, Allocation
Shares, Equity Shares, NED Shares or Performance Award
Rights which each relevant Participant has been granted or to
which they are entitled as appropriate; and

() the number of Bonus Shares (if any) to which each Participant
is entitled.

11.1

11.2

Subject to the terms of this deed, the Trustee may make any payment
in relation to Shares to a Participant in the manner directed by the
Participant, or otherwise as the Trustee determines is appropriate,
including, but not limited to, dividends and returns of capital.

Subject to the terms of this deed, the Trustee may deduct from any

"amount to be paid to a Participant an amount on account of Tax

payable or anticipated to become payable by the Trustee, including by
the Trustee on behalf of the Participant directly or indirectly in relation
to a Share held on behalf of the Participant.



12  Notices

121

12.2

13 Audit

Any notice to be given by the Trustee shall be deemed to have been
duly given if:

(a) sent by electronic mail; or
(b) sent by ordinary prepaid mail,
and shall be deemed to have been served:

(c) if sent by electronic mail or delivered, at the time of delivery
or sending;

(d) if posted, three days after the date of posting, excluding
Saturdays, Sundays and public holidays but, if the address of
any Participant is outside Australia, then 7 days shall be
substituted for three days for any notice given to or by that
Participant.

Delivery, transmission and postage shall be to the address of any
Participant as indicated on the application form or such other address
as the Trustee or any Participant may notify to the other.

13.1

13.2

133

13.4

13.5

The Trustee shall keep or cause to be kept true accounts of all sums of
money received and expended by or on behalf of the Trust and the
matters in respect of which such receipt and expenditure takes place
and of all sales and purchases of shares and of the assets and liabilities
of the Trust.

The books of account of the Trust shall be maintained at the registered
office of IAGL and shall be available for inspection by Participants
during normal business hours free of charge upon prior written request.

The Trustee shall appoint an Auditor of the Trust.

The Trustee shall cause the books of account to be audited annually by
the Auditor of the Trust.

The Trustee must ensure that the Auditor of the Trust has access to all
papers, accounts and documents concerned with or relating to the
Trust.

14 Income and capital distributions

Bonus Equity Shares
14.1

A Participating Employee is presently entitled to so much of the Net
Income of the Trust for a Year of Income which is attributable to:

(a) the Bonus Equity Shares held by the Trustee on behalf of the
Participating Employee;




- Allocation Shares

14.2
Equity Shares

14.3
NED Shares

14.4

Balance of Net Income
14.5

(b)

(©)

the proceeds of sales arising from the sale of Share Rights by
the Trustee on behalf of the Participating Employee; and

transactions or events related to Bonus Equity Shares or
property related to or arising from Bonus Equity Shares held
by the Trustee on behalf of the Participating Employee.

A Participating Employee is presently entitled to so much of the Net
Income of the Trust for a Year of Income which is attributable to:

(a)

(b)

(©)

the Allocation Shares held by the Trustee on behalf of the
Participating Employee;

the proceeds of sales arising from the sale of Share Rights by
the Trustee on behalf of the Participating Employee; and

transactions or events related to Allocation Shares or property
related to or arising from Allocation Shares held by the Trustee
on behalf of the Participating Employee.

A Participating Employee is presently entitled to so much of the Net
Income of the Trust for a Year of Income which is attributable to:

(a)

(b)

(©)

the Equity Shares held by the Trustee on behalf of the
Participating Employee;

the proceeds of sales arising from the sale of Share Rights by
the Trustee on behalf of the Participating Employee; and

transactions or events related to Equity Shares or property
related to or arising from Equity Shares held by the Trustee on
behalf of the Participating Employee.

A Participating Director is presently entitled to so much of the Net
Income of the Trust for a Year of Income which is attributable to:

(a)

(b)

(©)

the NED Shares held by the Trustee on behalf of the
Participating Director;

the proceeds of sales arising from the sale of Share Rights by
the Trustee on behalf of the Participating Director; and

transactions or events related to NED Shares or property
related to or arising from NED Shares held by the Trustee on
behalf of the Participating Director.

The balance of the Net Income of the Trust for a Year of Income to
which no Participant is presently entitled in accordance with clauses
14.1, 14.2, 14.3 or 14.4 may, subject to compliance with any
restrictions applicable by statute, common law or equity or the Listing



15

14.6

14.7

Amendment

Rules, be applied, in whole or in part, for the benefit of one or more of
the following beneficiaries as the Trustee thinks fit:

(a) an Employee (other than a director of a body corporate in the
Group);

(b) a Participant (other than a director of a body corporate in the
Group);

() a provident, benefit, superannuation or retirement fund

established and maintained by IAGL;

(d) an employee share or option trust established for the benefit of
all or any Employees of IAGL;

(e) a trust established and maintained for the benefit of all or any
Employees of IAGL; or

® any charity nominated by the Trustee.

The balance of the Net Income of the Trust for a Year of Income to
which no Participant is presently entitled in accordance with clause
14.1, 14.2, 14.3 or 14.4 and not applied in accordance with clause 14.5
may be accumulated by the Trustee as an Accretion to the Trust.

The Trustee may, prior to the termination of the Trust as set out in
clause 19.1, if it thinks fit, apply that part of the capital of the Trust to
which no Participant would be entitled as set out in clause 19 if the
Trust was terminated at that time, in one or more of the following;

(a) in payment of any costs and expenses incurred by the Trustee
in the execution or purported execution of the Trust or any of
the powers, authorities or discretions vested in the Trustee; or

(b) for the benefit of any of the following beneficiaries as the
Trustee thinks fit:

(1) an Employee;
(ii) a Participant; or

(iii)  a provident, benefit, superannuation or retirement fund
established and maintained by IAGL.

15.1
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Subject to clauses 15.2 and 15.3, IAGL may at any time by written
instrument or by resolution of the Board, amend all or any of the
provisions of this deed (including this clause 15).

No amendment of the provisions of this deed is to reduce the rights of
any Participant in respect of Bonus Equity Shares, Allocation Shares,
Bonus Equity Share Shares, NED Shares or Performance Award
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15.4

Rights credited to the Account of the Participant prior to the date of
the amendment, other than an amendment introduced primarily:

(a) to enable the Trustee or IAGL to take into account any changes
to the system of taxation in Australia, including any proposed
changes to the system of taxation in Australia, as a result of the
Government’s adoption of any recommendations made in the
Report of the Review of Business Taxation submitted to the
Government by the Ralph Committee;

(b) for the purpose of complying with or conforming to present or
future State, Territory or Commonwealth legal requirements
governing or regulating the maintenance or operation of the
Plan or like plans;

(c) to correct any manifest error or mistake;

(d) to enable contributions or other amounts paid by any body
corporate in the Group to the Trust to qualify as income tax
deductions for that body corporate or any other body corporate
in the Group; or

(e) to enable the Trustee or any body corporate in the Group to
comply with the Corporations Law or the Listing Rules.

No amendment may be made except in accordance with and in the
manner (if any) stipulated by the Listing Rules.

Subject to the above provisions of this clause 15, any amendment
made pursuant to clause 15.1 may be given such retrospective effect as
1s specified in the written instrument or resolution by which the
amendment is made.

16  Obligations and indemnity of the Trustee

16.1

16.2

16.3

Without derogating from the right of indemnity given by law to
trustees, [AGL hereby covenants with the Trustee that it will
indemnify and keep indemnified the Trustee in respect of all liabilities,
costs and expenses incurred by the Trustee in the execution or
purported execution of the Trust or any of the powers, authorities or
discretions vested in the Trustee and from and against all actions,
proceedings, costs, claims and demands in respect of any matter or
thing done or omitted other than a claim arising out of the Trustee’s
negligence, dishonesty or the Trustee wilfully or knowingly being a
party to a breach of trust.

The Trustee shall not be under any liability whatsoever except for its
negligence, dishonesty, fraud or wilful default or except for the
negligence, default or wilful breach of trust committed by any of its
employees or agents acting as such.

Subject to clause 16.4, nothing in clause 16.1 enables the Trustee to
recover any liabilities, costs and expenses from any Participant.
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16.5

The Trustee is entitled to be indemnified by a Participant in respect of
any Tax payable by the Trustee in respect of Shares held by the
Trustee on behalf of the Participant.

Except as expressly provided in this deed, the Trustee will have no
right of indemnity from a Participant personally.

17  Administration of the Plan

17.1

17.2

17.3

17.4

17.5

17.6

The Plan will be administered by the Trustee and the Board in
accordance with this deed. The Board may make further rules for the
operation of the Plan which are consistent with this deed.

Any power or discretion which is conferred on the Board by this deed
must be exercised by the Board in the interests or for the benefit of
JAGL, and the Board is not, in exercising any such power or
discretion, under any fiduciary or other obligation to any other person.

Any power or discretion which is conferred on the Board by this deed
may be delegated by the Board to a committee consisting of such
Directors and/or other officers and/or employees of IAGL or a related
body corporate of IAGL or to a third party and for such periods and on
such conditions as the Trustee, IAGL or the Board, as the case may be,
thinks fit.

The decision of the Board as to the interpretation, effect or application
of this deed will be final and conclusive.

The Trustee and IAGL may each, from time to time, require a
Participant to complete and return such other documents as may be
required by law to be completed by the Participant or such other
documents which the Trustee or IAGL considers should, for legal or
taxation reasons, be completed by the Participant.

The Board may from time to time suspend the operation of the Plan
and may at any time cancel the Plan. The suspension or cancellation
of the Plan will not prejudice the existing rights of Participants.

18  Rights of Participants

18.1

Except as expressly provided in this deed, nothing in this deed:
(a) confers on any Employee the righf to receive any Shares;

(b) confers on any Participant the right to continue as an employee
of any body corporate in the Group;

(c) affects any rights which any body corporate in the Group may
have to terminate the employment of any Employee;

(@ may be used to increase damages in any action brought against
any body corporate in the Group in respect of any such
termination; or




(e) confers on an Executive or Employee any expectation to
become a Participant.

19  Termination of Trust

19.1

19.2

193

The Trust will terminate and be wound up as provided below upon the
first to occur of the following events:

(a) an order being made or an effective resolution being passed for
the winding up of IAGL (other than for the purpose of
amalgamation or reconstruction);

(b) the Board determining that the Trust is to be wound up; and
(©) the day before the 80th anniversary of the date of this deed.

If the Trust is terminated, the Trustee must transfer to each Participant
the Bonus Equity Shares, Allocation Shares, Bonus Equity Share
Shares and NED Shares standing to the credit of the Account of the
Participant.

The balance of the capital or income of the Trust to which no
Participant is entitled in accordance with clause 14 may be applied in
whole or in part for the benefit of one or more of the following
beneficiaries as the Trustee thinks fit:

(a) an employee share or option trust established for the benefit of
all or any Employees of IAGL;

b) a provident, benefit, superannuation or retirement fund
established and maintained by IAGL,;

(c) a trust established and maintained for the benefit of all or any
Employees of IAGL; or

(d) any charity nominated by the Trustee.

20  Sale and Indemnity

20.1

The Board may, at the time of offer of a Bonus Equity Share,
Allocation Share, Bonus Equity Share or NED Share to a Participant,
provide that the Participant is required to reimburse IAGL in the event
that IAGL or any member of the Group is obliged to account for tax in
connection with, or as a result of the grant or transfer of Bonus Equity
Shares, Allocation Shares, Bonus Equity Share Shares or NED Shares
to the Participant. The Board may determine the manner in which
reimbursement is to occur, including without limitation by sale of the
Shares held on behalf of the Participant.



21 Governing law, jurisdiction and process

21.1  This deed will be governed by the laws of New South Wales and will
be construed and take effect in accordance with those laws.

EXECUTED as a deed
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Schedule 1 - Bonus Equity Shares Terms

1.

1.1

1.2

2.1

3.

3.1

Registration of and beneficial interest in Bonus
Equity Shares

Bonus Equity Shares allocated to a Participating
Employee under the Plan are to be registered in the
name of the Trustee and are to be held on the terms of
this deed by the Trustee until transferred under term
12. The Participating Employee will be the beneficial
owner of the Bonus Equity Shares from the time of
allocation.

By making an offer for Bonus Equity Shares in
accordance with clause 4 of this deed, a Participating
Employee agrees to be bound by the trust deed for the
IAGL Bonus Equity Share Plan and the constitution of
IAGL.

Interpretation

Restriction Period for a Bonus Equity Share means
the period commencing at the date of allocation of the
Bonus Equity Share in accordance with clause 4.5 and
ending on the earliest of:

(a)  the final day of the period prescribed by the
Board at the time of the invitation,

(b)  the day the Participating Employee is no
longer employed by any of the following:

(1) by a member of the Group; or

(ii) unless the Board otherwise determines,
the employer of the Participating
Employee at the date of allocation of the
Bonus Equity Share; or

(c)  the day the Trustee notifies the Participating
Employee that the Board has determined that
an Event has occurred.

Right to dividends

Subject to the terms of this deed, a Participating
Employee is entitled to receive all Cash Dividends
paid on their Bonus Equity Shares.




4.1

4.2

4.3
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5.1

5.2

Bonus Shares

Subject to term 4.2, a Participating Employee is
entitled to any Bonus Shares which accrue to the
Shares held by the Trustee on behalf of that
Participating Employee.

The Bonus Shares must be registered in the name of
the Trustee and held in trust by the Trustee on behalf
of the Participating Employee, who will be the
beneficial owner of the Bonus Shares.

Upon allotment to the Trustee:

(a) Bonus Shares are deemed to be Shares for the
purposes of this deed; and

(b) Bonus Shares issued in respect of Bonus
Equity Shares are deemed to be Bonus Equity
Shares for the purposes of this deed.

The Bonus Shares will for the purpose of determining
the Restriction Period be deemed to be acquired on a
date determined by the Board.

Share Rights

The Trustee will send a notice to a Participating
Employee of any Share Rights which accrue to Bonus
Equity Shares held by the Trustee on behalf of that
Participating Employee.

Within 7 days of receiving the notice referred to in
term 5.1, the Participating Employee may provide the
Trustee with either:

(a) written instructions in the form (if any)
prescribed by IAGL to sell some or all of the
Share Rights to the extent permitted by law; or

(b) (i) written instructions in the form (if any)
prescribed by IAGL to acquire, to the
extent permitted by law, some or all of the
shares or securities in JAGL to which the
Share Rights relate; and

(ii) payment of an amount equal to the cost of
accepting the Share Rights entitlement
plus, if the Trustee so requires, such
additional amount as the Trustee
estimates (and notifies to the Participating
Employee) to be the cost of transferring
the shares or securities to the Participating
Employee.



5.3
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5.5

5.6

6.1

If the Participating Employee does not give a notice
under term 5.2, the Trustee is entitled to sell the
Rights.

Subject to term 5.5, if the Trustee sells the Share
Rights in accordance with term 5.2 or term 5.3, the
Trustee must distribute the proceeds of the sale (after
deduction of the costs of sale incurred by the Trustee)
to the Participating Employee.

If the Trustee acquires, on behalf of the Participating
Employee, a specified number of shares or securities
pursuant to the Share Rights in accordance with term
5.2(b), the Trustee will transfer those shares or
securities to the Participating Employee. The Trustee
may make it a condition of transfer that the
Participating Employee pay the cost of transfer
(including stamp duty).

Where the Trustee sells the Share Rights (regardless
of whether instructed by the Participating Employee
or not), the Trustee:

(a) has no obligation to maximise the sale price of
the Share Rights;

(b)  may aggregate Share Rights to be sold in
blocks of Share Rights; and

© in relation to its obligation to pay the proceeds
of sale to the Participating Employee may
attribute a sale price to each Share Right sold
equal to the aggregate price for each Share
Right sold in a block of Share Rights.

Other accretions

If an Accretion arises in respect of a Share other than
by way ofi

(a) Cash Dividend;
(b)  Bonus Shares; or
(¢)  Share Rights,

the Trustee may, in its absolute discretion, decide to
transfer, or provide the benefit of, all or such part of
the Accretion as the Trustee determines to the
Participating Employee.




7.1

7.2

8.1

9.1

10.

10.1

Voting right

IAGL will make arrangements with the person
charged with maintaining the JAGL Share Register
from time to time to have the notices (including the
[AGL annual report), or copies of them, that are sent
to the registered holders of shares sent to the
Participating Employee as well, so far as is
practicable, relevant and lawful.

The Trustee and JAGL, will enable, so far as
practicable, relevant and lawful, the appointment of
the Participating Employee or the Participating
Employee’s nominees (but no more than 2 other
persons) as the Trustee’s attorney within the time
period allowed, and in the manner required, by
IAGL’s constitution in order to exercise the votes
attached to the Bonus Equity Shares held by the
Trustee on behalf of the Participating Employee.

Right to attend, speak etc

The appointment of a Participating Employee or the
Participating Employee’s nominees as the Trustee’s
attorney as referred to in term 7.2 will, so far as
practicable, relevant and lawful, entitle the
Participating Employee or nominee (as the case may
be) to attend and speak and demand a poll or join in
demanding a poll at the relevant meeting of members
(or class of members) of IAGL, and to consent to
short notice of such meeting and any resolution to be
considered thereat.

Failure to provide information

IAGL and the Trustee will not be liable for the
accidental omission to give notice of any meeting or
confirmation or the non-receipt of that notice and
confirmation by any Participating Employee nor will

that invalidate or breach the provisions of term 7.1 or
7.2.

How Trustee votes

The Trustee will only cast a vote on any resolution in
respect of Shares through its attorneys (or their
nominees) appointed pursuant to term 7.2.



11.

11.1

12.

12.1

12.2

12.3

12.4

No claim

A Participating Employee will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee or IAGL of a power, discretion or
determination under terms 7 to 10.

Transfer of Bonus Equity Shares

The Trustee must not assign, transfer, sell, encumber
or otherwise deal with a Bonus Equity Share except in
the circumstances set out in this term 12 or unless
compelled by law.

The Participating Employee must not assign, transfer,
sell, encumber or otherwise deal with a Bonus Equity
Share or any legal or beneficial interest in a Bonus
Equity Share:

(a) unless and until the Bonus Equity Share has
been transferred to the Participating Employee
in accordance with this term 12; or

(b)  except in the circumstances set out in this term
12.

At the end of the Restriction Period, a Participating
Employee has until the day 2 months from the end of
the Restriction Period to either:

(a)  give the Trustee a notice that the Participating
Employee wishes to arrange through the
Trustee the sale of all of the Bonus Equity
Shares held by the Trustee on behalf of the
Participating Employee; or

(b)  give the Trustee a notice to transfer the Bonus
Equity Shares held on behalf of the
Participating Employee to the Participating
Employee.

Where the Trustee sells the Bonus Equity Shares
under this term 12, the Trustee:

(a) has no obligation to maximise the sale price of
the Bonus Equity Shares;

(b) may sell the Bonus Equity Shares with other
Shares (whether or not held for the
Participating Eligible Employee); and

(c)  inrelation to its obligation (if any) to pay the
proceeds of sale to the Participating
Employee, may:




12.5

12.6

12.7

13.

13.1

14.

14.1

M deduct any costs of the sale before
making a payment to the Participating
Employee; and

(11) attribute a sale price to each Bonus
Equity Share as the Trustee considers
appropriate.

If the Trustee does not receive a notice in accordance
with term 12.3, then the Trustee must transfer the
Bonus Equity Shares to the Participating Employee
within 1 month of the end of the notice period referred

- tointerm 12.3.

A Participating Employee will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee of a power, discretion or determination
under this term 12.

The requirement or right to transfer Bonus Equity
Shares under this term is subject to the power of the
Board set out in clause 19 of this deed.

Forfeiture

Bonus Equity Shares allocated to a Participating
Employee will be forfeited if the employment of the
Participating Employee is terminated for serious
misconduct involving dishonesty.

Early Release

A Participating Employee suffering financial hardship
may apply to the Board for early release of Shares
from the Trust. The Board may then, in its absolute
discretion, determine that the Shares be released.



Schedule 2 - Allocation Shares Terms

1.

1.1

1.2

2.1

3.

3.1

4.1

Registration of and beneficial interest in Allocation
Shares

Allocation Shares allocated to a Participating
Employee under the Plan are to be registered in the
name of the Trustee and are to be held on the terms of
this deed by the Trustee until transferred under term
12. The Participating Employee will be the beneficial
owner of the Allocation Shares from the time of
allocation.

By making an offer for Allocation Shares in
accordance with clause 5 of this deed, a Participating
Employee agrees to be bound by the trust deed for the
Allocation Share Plan and the constitution of IJAGL.

Interpretation

Restriction Period for an Allocation Share means the
period commencing at the date of allocation of the
Allocation Share in accordance with clause 5.5 and
ending on the earliest of:

(a)  the end of the day before the fifth anniversary
of the allocation of the Share;

(b)  the day the Participating Employee is no
longer employed by any of the following:

(i) amember of the Group; or

(i) unless the Board otherwise determines,
the employer of the Participating
Employee at the date of allocation of the
Allocation Shares; or

(¢) the day the Trustee notifies the Participating
Employee that the Board has determined that
an Event has occurred.

Right to dividends

Subject to the terms of this deed, a Participating
Employee is entitled to receive all Cash Dividends
paid on their Allocation Shares.

Bonus Shares

Subject to term 4.2, a Participating Employee is
entitled to any Bonus Shares which accrue to the
Shares held by the Trustee on behalf of that
Participating Employee.




4.2

4.3

4.4

5.1

52

53

54

The Bonus Shares must be registered in the name of
the Trustee and held in trust by the Trustee on behalf
of the Participating Employee, who will be the
beneficial owner of the Bonus Shares.

Upon allotment to the Trustee:

(a) Bonus Shares are deemed to be Shares for the
purposes of this deed; and

(b)  Bonus Shares issued in respect of Allocation
Shares are deemed to be Allocation Shares for
the purposes of this deed.

The Allocation Shares will for the purpose of
determining the Restriction Period be deemed to be
acquired on a date determined by the Board.

Share Rights

The Trustee will send a notice to a Participating
Employee of any Share Rights which accrue to
Allocation Shares held by the Trustee on behalf of
that Participating Employee.

Within 7 days of receiving the notice referred to in
term 5.1, the Participating Employee may provide the
Trustee with either:

a)  written instructions in the form (if any)
prescribed by IAGL to sell some or all of the
Share Rights to the extent permitted by law; or

b) (i) written instructions in the form (if any)
prescribed by IAGL to acquire, to the
extent permitted by law, some or all of the
shares or securities in IAGL to which the
Share Rights relate; and

(ii) payment of an amount equal to the cost of
accepting the Share Rights entitlement
plus, if the Trustee so requires, such
additional amount as the Trustee
estimates (and notifies to the Participating
Employee) to be the cost of transferring
the shares or securities to the Participating
Employee.

If the Participating Employee does not give a notice
under term 5.2, the Trustee is entitled to sell the Share
Rights.

Subject to term 5.5, if the Trustee sells the Share
Rights in accordance with term 5.2 or term 5.3, the




5.5

5.6

6.1

7.1

Trustee must distribute the proceeds of the sale (after
deduction of the costs of sale incurred by the Trustee)
to the Participating Employee.

If the Trustee acquires, on behalf of the Participating
Employee, a specified number of shares or securities
pursuant to the Share Rights in accordance with term
5.2(b), the Trustee will transfer those shares or
securities to the Participating Employee. The Trustee
may make it a condition of transfer that the
Participating Employee pay the cost of transfer
(including stamp duty).

Where the Trustee sells the Share Rights (regardless
of whether instructed by the Participating Employee
or not), the Trustee:

(a)  has no obligation to maximise the sale price of
the Share Rights;

(b)  may aggregate Share Rights to be sold in
blocks of Share Rights; and

(c)  inrelation to its obligation to pay the proceeds
of sale to the Participating Employee may
attribute a sale price to each Share Right sold
equal to the aggregate price for each Share
Right sold in a block of Share Rights.

Other accretions

If an Accretion arises in respect of a Share other than
by way of:

(a)  Cash Dividend;
(b)  Bonus Shares; or
(¢)  Share Rights,

the Trustee may, in its absolute discretion, decide to
transfer, or provide the benefit of, all or such part of
the Accretion as the Trustee determines to the
Participating Employee.

Voting right

TAGL will make arrangements with the person
charged with maintaining the IAGL Share Register
from time to time to have the notices (including the
IAGL annual report), or copies of them, that are sent
to the registered holders of shares sent to the
Participating Employee as well, so far as is
practicable, relevant and lawful.



7.2

8.1

9.1

10.

10.1

11.

11.1

12.

12.1

12.2

The Trustee and IAGL, will enable, so far as
practicable, relevant and lawful, the appointment of
the Participating Employee or the Participating
Employee’s nominees (but no more than 2 other
persons) as the Trustee’s attorney within the time
period allowed, and in the manner required, by
[AGL’s constitution in order to exercise the votes
attached to the Allocation Shares held by the Trustee
n behalf of the Participating Employee.

Right to attend, speak etc

The appointment of a Participating Employee or the
Participating Employee’s nominees as the Trustee’s
attorney as referred to in term 7.2 will, so far as
practicable, relevant and lawful, entitle the
Participating Employee or nominee (as the case may
be) to attend and speak and demand a poll or join in
demanding a poll at the relevant meeting of members
(or class of members) of IAGL, and to consent to
short notice of such meeting and any resolution to be
considered thereat.

Failure to provide information

IAGL and the Trustee will not be liable for the
accidental omission to give notice of any meeting or
confirmation or the non-receipt of that notice and
confirmation by any Participating Employee nor will
that invalidate or breach the provisions of term 7.1 or
7.2.

How Trustee votes

The Trustee will only cast a vote on any resolution in
respect of Shares through its attorneys (or their
nominees) appointed pursuant to term 7.2.

No claim

A Participating Employee will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee or IAGL of a power, discretion or
determination under terms 7 to 10.

Transfer of Allocation Shares

The Trustee must not assign, transfer, sell, encumber
or otherwise deal with an Allocation Share except in
the circumstances set out in this term 12 or unless
compelled by law.

The Participating Employee must not assign, transfer,
sell, encumber or otherwise deal with an Allocation



12.3

12.4

12.5

Share or any legal or beneficial interest in an
Allocation Share:

(a)  unless and until the Allocation Share has been
transferred to the Participating Employee in
accordance with this term 12; or

(b) except in the circumstances set out in this term
12.

At the end of the Restriction Period, a Participating
Employee has until the day 2 months from the end of
the Restriction Period to either:

(a)  give the Trustee a notice that the Participating
Employee wishes to arrange through the
Trustee the sale of all of the Allocation Shares
held by the Trustee on behalf of the
Participating Employee; or

(b)  give the Trustee a notice to transfer the
Allocation Shares held on behalf of the
Participating Employee to the Participating
Employee.

Where the Trustee sells the Allocation Shares under
this term 12, the Trustee:

(a) has no obligation to maximise the sale price of
the Allocation Shares;

(b) may sell the Allocation Shares with other
Shares (whether or not held for the
Participating Eligible Employee); and

©) in relation to its obligation (if any) to pay the
proceeds of sale to the Participating
Employee, may:

@) deduct any costs of the sale before
making a payment to the Participating
Employee; and

(11) attribute a sale price to each Allocation
Share as the Trustee considers
appropriate.

If the Trustee does not receive a notice in accordance
with term 12.3, then the Trustee must transfer the
Allocation Shares to the Participating Employee
within 1 month of the end of the notice period referred
tointerm 12.3.




12.6

12.7

13.

13.1

14.

A Participating Employee will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee of a power, discretion or determination
under this term 12.

The requirement or right to transfer Allocation Shares
under this term is subject to the power of the Board
set out in clause 19 of this deed.

Forfeiture

Allocation Shares allocated to a Participating
Employee will be forfeited if the Employee is no
longer employed by any of the following before the
second anniversary of the allocation:

(1) a member of the Group; or

(i1)  unless the Board determines otherwise, the
employer of the Participating Employee at the
date of allocation of the Allocation Shares;

except for cessation caused by:

a) redundancy;

b)  Retirement;

c)  death; or

d)  Total and Permanent Disablement.

Early Release

A Participating Employee suffering financial hardship
may apply to the Board for early release of Shares
from the Trust. The Board may, in its absolute
discretion, determine that the Shares be released.



Schedule 3 - Equity Shares Terms

1.

I.1

1.2

2.1

3.

3.1

4.1

Registration of and beneficial interest in Equity
Shares

Equity Shares allocated to a Participating Employee
under the Plan are to be registered in the name of the
Trustee and are to be held on the terms of this deed by
the Trustee until transferred under term 12. The
Participating Employee will be the beneficial owner
of the Equity Shares from the time of allocation.

By making an offer for Equity Shares in accordance
with clause 6 of this deed, a Participating Employee
agrees to be bound by the trust deed for the Equity
Share Plan and the constitution of [AGL.

Interpretation

Restriction Period for a an Equity Share means the
period commencing at the date of allocation of the
Equity Share in accordance with clause 6.5 and
ending on the earliest of:

(a) the final day of the period prescribed by the
Board at the time of the invitation;

(b)  the day the Participating Employee is no
longer employed by any of the following:

(i) a member of the Group; or

(ii) unless the Board otherwise determines,
the employer of the Participating
Employee at the date of allocation of the
Equity Shares; or

(¢)  the day the Trustee notiﬁes the Participating
Employee that the Board has determined that
an Event has occurred.

Right to dividends

Subject to the terms of this deed, a Participating
Employee is entitled to receive all Cash Dividends
paid on their Bonus Equity Share Shares.

Bonus Shares

Subject to term 4.2, a Participating Employee is
entitled to any Bonus Shares which accrue to the
Shares held by the Trustee on behalf of that
Participating Employee.
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The Bonus Shares must be registered in the name of
the Trustee and held in trust by the Trustee on behalf
of the Participating Employee, who will be the
beneficial owner of the Bonus Shares.

Upon allotment to the Trustee:

(a) Bonus Shares are deemed to be Shares for the
purposes of this deed; and

(b) Bonus Shares issued in respect of Bonus
Equity Share Shares are deemed to be Bonus
Equity Share Shares for the purposes of this
deed.

The Bonus Shares will for the purpose of determining
the Restriction Period be deemed to be acquired on a
date determined by the Board.

Share Rights

The Trustee will send a notice to a Participating
Employee of any Share Rights which accrue to Equity
Shares held by the Trustee on behalf of that

Participating Employee.

Within 7 days of receiving the notice referred to in
term 5.1, the Participating Employee may provide the
Trustee with either:

a)  written instructions in the form (if any)
prescribed by IAGL to sell some or all of the
Share Rights to the extent permitted by law; or

b) (i) written instructions in the form (if any)
prescribed by IAGL to acquire, to the
extent permitted by law, some or all of the
shares or securities in [AGL to which the
Share Rights relate; and

(i) payment of an amount equal to the cost of
accepting the Share Rights entitlement
plus, if the Trustee so requires, such
additional amount as the Trustee
estimates (and notifies to the Participating
Employee) to be the cost of transferring
the shares or securities to the Participating
Employee.

If the Participating Employee does not give a notice
under term 5.2, the Trustee is entitled to sell the Share
Rights.
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Subject to term 5.5, if the Trustee sells the Share
Rights in accordance with term 5.2 or term 5.3, the
Trustee must distribute the proceeds of the sale (after
deduction of the costs of sale incurred by the Trustee)
to the Participating Employee.

If the Trustee acquires, on behalf of the Participating
Employee, a specified number of shares or securities
pursuant to the Share Rights in accordance with term
5.2(b), the Trustee will transfer those shares or
securities to the Participating Employee. The Trustee
may make it a condition of transfer that the
Participating Employee pay the cost of transfer
(including stamp duty).

Where the Trustee sells the Share Rights (regardless
of whether instructed by the Participating Employee
or not), the Trustee:

(a)  has no obligation to maximise the sale price of
the Share Rights;

(b)  may aggregate Share Rights to be sold in
blocks of Share Rights; and

(c) inrelation to its obligation to pay the proceeds
of sale to the Participating Employee may
attribute a sale price to each Right sold equal
to the aggregate price for each Share Right
sold in a block of Rights.

Other accretions

If an Accretion arises in respect of a Share other than
by way of

(a)  Cash Dividend,
(b)  Bonus Shares; or
(¢)  Share Rights,

the Trustee may, in its absolute discretion, decide to
transfer, or provide the benefit of, all or such part of
the Accretion as the Trustee determines to the
Participating Employee.

Voting right

IAGL will make arrangements with the person
charged with maintaining the JAGL Share Register
from time to time to have the notices (including the
IAGL annual report), or copies of them, that are sent
to the registered holders of shares sent to the
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Participating Employee as well, so far as is
practicable, relevant and lawful.

The Trustee and IAGL, will enable, so far as
practicable, relevant and lawful, the appointment of
the Participating Employee or the Participating
Employee’s nominees (but no more than 2 other
persons) as the Trustee’s attorney within the time
period allowed, and in the manner required, by
IAGL’s constitution in order to exercise the votes
attached to the Equity Shares held by the Trustee on
behalf of the Participating Employee.

Right to attend, speak etc

The appointment of a Participating Employee or the
Participating Employee’s nominees as the Trustee’s
attorney as referred to in term 7.2 will, so far as
practicable, relevant and lawful, entitle the
Participating Employee or nominee (as the case may
be) to attend and speak and demand a poll or join in
demanding a poll at the relevant meeting of members
(or class of members) of IAGL, and to consent to
short notice of such meeting and any resolution to be
considered thereat.

Failure to provide information

IAGL and the Trustee will not be liable for the
accidental omission to give notice of any meeting or
confirmation or the non-receipt of that notice and
confirmation by any Participating Employee nor will
that invalidate or breach the provisions of term 7.1 or
7.2.

How Trustee votes

The Trustee will only cast a vote on any resolution in
respect of Shares through its attorneys (or their
nominees) appointed pursuant to term 7.2.

No claim

A Participating Employee will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee or IAGL of a power, discretion or
determination under terms 7 to 10.

Transfer of Equity Shares

The Trustee must not assign, transfer, sell, encumber
or otherwise deal with an Equity Share except in the
circumstances set out in this term 12 or unless
compelled by law.
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12.5

The Participating Employee must not assign, transfer,
sell, encumber or otherwise deal with an Equity Share
or any legal or beneficial interest in an Equity Share:

(a) unless and until the Equity Share has been
transferred to the Participating Employee in
accordance with this term 12; or

(b) except in the circumstances set out in this term
12.

At the end of the Restriction Period, a Participating
Employee has until the day 2 months from the end of
the Restriction Period to either:

(a) give the Trustee a notice that the Participating
Employee wishes to arrange through the
Trustee the sale of all of the Equity Shares
held by the Trustee on behalf of the
Participating Employee; or

(b)  give the Trustee a notice to transfer the Equity
Shares held on behalf of the Participating
Employee to the Participating Employee.

Where the Trustee sells the Equity Shares under this
term 12, the Trustee:

(a) has no obligation to maximise the sale price of
the Equity Shares;

(b) may sell the Equity Shares with other Shares
(whether or not held for the Participating
Eligible Employee); and

© in relation to its obligation (if any) to pay the
proceeds of sale to the Participating
Employee, may:

(1) deduct any costs of the sale before
making a payment to the Participating
Employee; and

(i) attribute a sale price to each Equity
Share as the Trustee considers
appropriate.

If the Trustee does not receive a notice in accordance
with term 12.3, then the Trustee must transfer the
Equity Shares to the Participating Employee within

1 month of the end of the notice period referred to in
term 12.3.
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A Participating Employee will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee of a power, discretion or determination
under this term 12.

The requirement or right to transfer Equity Shares
under this term is subject to the power of the Board
set out in clause 19 of this deed.

Forfeiture

Equity Shares allocated to a Participating Employee
will be forfeited if the employment of the
Participating Employee is terminated for serious
misconduct involving dishonesty.

Early Release

A Participating Employee suffering financial hardship
may apply to the Board for early release of Shares
from the Trust. The Board may then, in its absolute
discretion, determine that the Shares be released.
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Registration of NED Shares and beneficial interest
in NED Shares

NED Shares allocated to the Participating Director
under the Plan are to be registered in the name of the
Trustee and are to be held on the terms of this deed by
the Trustee until transferred under term 12. The
Participating Director will be the beneficial owner of
the NED Shares from the time of allocation.

By making an offer for NED Shares in accordance
with clause 7 of this deed, a Participating Director
agrees to be bound by the terms of the trust deed for
the IAGL NED Share Plan and the constitution of
TAGL.

Interpretation

Restriction Period means, in respect of a NED Share,
the period commencing at the date of allocation of the
NED Share in accordance with clause 7.5 and ending
on the earliest of:

(a) the final day of the period prescribed by the
Trustee at the time of the invitation (not being
less than 12 months);

(b)  the day the Participating Employee ceases to
be a Director of IAGL,; or

©) the day determined by the Trustee as the result
of the Trustee determining that an Event has
occurred.

Right to dividends

A Participating Director is entitled to receive all Cash
Dividends paid on their NED Shares.

Bonus Shares

Subject to term 4.2, a Participating Director is entitled
to any Bonus Shares which accrue to the NED Shares
held by the Trustee on behalf of that Participating
Director.

The Bonus Shares must be registered in the name of
the Trustee and held on trust by the Trustee on behalf
of the Participating Director, who will be the
beneficial owner of the Bonus Shares.
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Upon allotment to the Trustee:

(a) Bonus Shares are deemed to be Shares for
the purposes of this deed;

(b) Bonus Shares issued in respect of NED
Shares are deemed to be NED Shares for the
purposes of this deed.

The Bonus Shares will for the purpose of determining
the Restriction Period be deemed to be acquired on a
date determined by the Board.

Share Rights

The Trustee will send a notice to a Participating
Director of any Share Rights which accrue to NED
Shares held by the Trustee on behalf of that
Participating Director.

Within 7 days of receiving the notice referred to in
term 5.1, the Participating Director may provide the
Trustee with either:

(a) written instructions in the form (if any)
prescribed by IAGL to sell some or all of the
Share Rights to the extent permitted by law;
or :

(b) (1) written instructions in the form (if
any) described by IAGL to acquire,
to the extent permitted by law, some
or all of the shares or securities in
IAGL to which the Share Rights
relate; and

(ii) payment of an amount equal to the
cost of accepting the Share Rights
entitlement plus, if the Trustee so
requires, such additional amount as
the Trustee estimates (and notifies to
the Participating Director) to be the
cost of transferring the shares or
securities to the Participating
Director.

If the Participating Director does not give a notice
under term 5.2, the Trustee is entitled to sell the Share
Rights.

Subject to term 5.5, if the Trustee sells the Share
Rights in accordance with term 5.2 or term 5.3, the
Trustee must distribute the proceeds of the sale (after
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deduction of the costs of sale incurred by the Trustee)
to the Participating Director.

If the Trustee acquires, on behalf of the Participating
Director, a specified number of shares or securities
pursuant to the Share Rights in accordance with term
5.2(b), the Trustee will transfer those shares or
securities to the Participating Director. The Trustee
may make it a condition of transfer that the
Participating Director pay the cost of transfer
(including stamp duty).

Where the Trustee sells the Share Rights (regardless
of whether instructed by the Participating Director or
not), the Trustee:

(a) has no obligation to maximise the sale price
of the Share Rights;

(b) may aggregate Share Rights to be sold in
blocks of Rights; and

() in relation to its obligation to pay the
proceeds of sale to the Participating Director
may attribute a sale price to each Share Right
sold equal to the aggregate price for each
Share Right sold in a block of Share Rights.

Other accretions

If an Accretion arises in respect of a Share other than
by way of:

(a) Cash Dividend;
(b)  Bonus Shares; or
(©) Share Rights,

the Trustee may, in its absolute discretion, decide to
transfer, or provide the benefit of, all or such part of
the Accretion as the Trustee determines to the
Participating Director.

Voting rights

IAGL will make arrangements with the person
charged with maintaining the IAGL Share Register
from time to time to have the notices (including the
IAGL annual report), or copies of them, that are sent
to the registered holders of shares sent to the
Participating Director as well, so far as is practicable,
relevant and lawful.
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The Trustee and JAGL will enable, so far as
practicable, relevant and lawful, the appointment of
the Participating Director or the Participating
Director’s nominees (but no more than 2 other
persons) as the Trustee’s attorney within the time
period allowed, and in the manner required, by
IAGL’s constitution in order to exercise the votes
attached to the Shares held by the Trustee on behalf of
the Participating Director.

Right to attend, speak etc

The appointment of a Participating Director or the
Participating Director’s nominees as the Trustee’s
attorney as referred to in term 7.2 will, so far as
practicable, relevant and lawful, entitle the
Participating Director or nominee (as the case may be)
to attend and speak and demand a poll or join in
demanding a poll at the relevant meeting of members
(or class of members) of IAGL, and to consent to
short notice of such meeting and any resolution to be
considered thereat.

Failure to provide information

IAGL and the Trustee will not be liable for the
accidental omission to give notice of any meeting or
confirmation or the non-receipt of that notice and
confirmation by any Participating Director nor will
that invalidate or breach the provisions of term 7.1 or
7.2.

How Trustee votes

The Trustee will only cast a vote on any resolution in
respect of Shares through its attorneys (or their
nominees) appointed pursuant to term 7.2.

No claim

A Participating Director will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee or IAGL of a power, discretion or
determination under terms 7 to 10.

Transfer of NED Shares

The Trustee must not assign, transfer, sell, encumber
or otherwise deal with a NED Share except in the
circumstances set out in this term 12 or unless
compelled by law.




12.2 The Participating Director must not assign, transfer,
sell, encumber or otherwise deal with a NED Share or
any legal or beneficial interest in a NED Share:

(a) uniess and until the NED Share has been
transferred to the Participating Director in
accordance with this term 12; or

(b)  except in the circumstances set out in this term
12,

12.3 At the end of the Restriction Period, a Participating
Director has until the day that is 2 months from the
end of the Restriction Period to either:

(a)  give the Trustee a notice that the Participating
Director wishes to arrange through the Trustee
the sale of all of the NED Shares held by the
Trustee on behalf of the Participating Director;
or

(b)  give the Trustee a notice to transfer the NED
Shares held on behalf of the Participating
Director to the Participating Director.

i24 Where the Trustee sells NED Shares under this term
12, the Trustee:

(a)  has no obligation to maximise the sale price of
the NED Shares;

(b)  may sell the NED Shares with other Shares
(whether or not held on behalf of the
Participating Director); and

(c) in relation to its obligation to pay the sale
proceeds (if any) to the Participating Director

may:

(1) deduct any costs of the sale before
making a payment to the
Participating Director; and

(i1) attribute a sale price to each NED
Share as the Trustee considers
appropriate.

12.5 If the Trustee does not receive a notice in accordance
with term 12.3, then the Trustee must transfer the
NED Shares to the Participating Director within 1
month of the end of the notice period referred to in
term 12.3.
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A Participating Director will not have any claim
against the Trustee or JAGL as a result of the exercise
by the Trustee of a power, discretion or determination
under this term 12.

The requirement or right to transfer NED Shares
under this term is subject to the power of the Board
set out in clause 19 of this deed.

Forfeiture

NED Shares allocated to a Participating Director will
be forfeited if the Director is removed from office
under Article 12.11 of the constitution of IAGL.

The Board may determine, for the purposes of an offer
of NED Shares, that the NED Shares may be forfeited
in the circumstances determined by the Board and
notified to Participating Directors at the time of the
offer.
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1.1

1.2

1.3

2.1

Entitlement

Subject to term 7, each Performance Award Right entitles the Holder
to acquire, credited as fully paid, one Share at an exercise price per
Share of:

$1
No of Performance Award Rights exercised

Subject to the Listing Rules, the Trustee must transfer Shares on
exercise of a Performance Award Right in accordance with these
Terms.

Shares transferred on the exercise of Performance Award Rights will
rank pari passu with all existing Shares from the date of transfer and
will be entitled in full to those dividends which have a record date for
determining entitiements after the date of transfer of the Shares.

Conditions for exercise of Performance Award Rights

A Performance Award Right which is a Vested Right (which has not
lapsed) may be exercised by a Participant at any time before the end of
the Exercise Period for the Performance Award Right. The date the
Exercise Period will end is described in Column 2 of the table set out
below and depends on the status of the Participant at the relevant time
as described in Column 1 of the table.

Status of the Participant The Exercise Period for the
Performance Award Right
ends on

(i)  For a continuing Employee | 10 years after the date of the grant
of the Performance Award Right

(i)  For a person who is no the day which is 90 days after the
' longer an Employee (other | later of:

than due to serious
misconduct involving (i)  the end of the Performance

dishonesty): Period; or




Status of the Participant

The Exercise Period for the
Performance Award Right
ends on

(1) within 2 years of the
grant of the
Performance Award
Right due to:

(i) Retirement;
(ii) redundancy
(iii) death;

(iv) Total and
Permanent
Disablement; or

(2) after 2 years from the

date of grant of the

Right.
(iii) (1) For a person who is no
longer an Employee
(other than due to
serious misconduct
involving dishonesty)
within 2 years of the
grant of the
Performance Share
Right for a reason
other than due to:-

(i) Retirement;
(i1) redundancy;
(iii) death;

(iv) Total and

Permanent
Disablement

the date on which the
person is no longer an
Employee, (but not later
than 10 years after the date
of the grant of the
Performance Award Right).

(i)

the day which is 90 days after the
date on which the person is no
longer an Employee, (but not later
than 10 years after the date of the
grant of the Performance Award
Right).

A Performance Award Right will lapse depending on the status of the
Participant (as described in Column 1 of the table below) at the time
described in Column 2 of the table below.

Status of the Participant

The day on which the
Performance Award Right
lapses




Status of the Participant

The day on which the
Performance Award Right
lapses

(i)  For a person who is no
longer an Employee due to
serious misconduct
involving dishonesty.

the date of ceasing to be an
Employee (irrespective of
whether it is a Vested Right).

(1)  For a person who is no
longer an Employee within
2 years of the grant of the
Performance Award Right
(otherwise than due to:

(1)  Retirement;
(2) redundancy;
(3) death;

(4) Total and Permanent
Disablement;

(5) with the approval of
the Board; or

(6) serious misconduct
involving
dishonesty.)

if the Performance Award Right is
not a Vested Right on the day the
person is no longer an Employee,
the date of ceasing to be an
Employee.

in the case of any other
person.

(iii)

if at the end of the Performance
Period for the Performance Award
Right the Performance Award
Right is not a Vested Right, the
end of that Performance Period;

or

if at the end of the Exercise
Performance Award Period for a
Vested Right the Right is
unexercised, the end of the
Exercise Period.

2.2A  The Performance Period for a Performance Award Right (which has

not lapsed) commences on 3 years from the date of grant of the
Performance Award Right and depending on the status of the
Participant as described in Column 1 ends on the date described in

Column 2 of the table set out below.
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Status of Participant Date on which the Performance
Period Ends

(i)  For a continuing Employee. | 5 years from the date of grant of
the Performance Award Right.

(i1)  For a person who is no the later of:

longer an Employee (other

than due to serious (i) 4 years from the date of

misconduct involving grant of the Performance

dishonesty): Award Right; or

(1)  within2 yearsat the | (i) 12 months from ceasing to
date of grant of the be an Employee (but not
Performance Award later than 5 years from the
Right due to: date of grant of the

Performance Award Right).

(a) Retirement;

(b) redundancy;

(c) death;

(d) Total and
Permanent
Disablement;
or

(e) with the
approval of the
Board.

(2) 2 years after the date
of grant of the
Performance Award
Right.

A Performance Award Right will become a Vested Right if the
Performance Hurdle for the Performance Award Right is satisfied in
the Performance Period for the Performance Award Right and the
Trustee gives notice to the Participant that the Performance Hurdle has
been satisfied. The Trustee will notify Participants within 14 days of
the end of the Test Day on which the Performance Hurdle for the
Performance Award Right has been satisfied.

The Performance Hurdle for a Performance Award Right will be
satisfied if the Total Shareholder Return for a Share on the Test Day
exceeds the Hurdle Growth Amount for the Share for the Test Day.

The Hurdle Growth Amount for a Test Day an amount being the Initial
Market Value of a Share on the date of issue of the Performance
Award Right compounded annually at 10% per annum from the date of
grant of the Performance Award Right to the Test Day.




2.6

2.7

2.8

The Board may determine the day or days in the Performance Period
on which it will be determined if the Performance Award Right
becomes a Vested Right.

Clauses 2.7 to 2.15 (inclusive) set out the basis to determine for a
Performance Award Right the Total Shareholder Return for a Share on
the relevant Test Day:

(a) Total Shareholder Return for a Share in respect of a
Performance Award Right on a Test Day means the sum of:

(i) the Market Value of a Share on the Test Day;

(i) the Market Value of all Related Shares on the Test Day
which have accrued in respect of the Share or a Related
Share on or before the Test Day; and

(iii) the value of all Related Property (other than Shares) on
the Test Day which has accrued in respect of the Share or
Related Share on or before the Test Day,

reduced by the amount (if any) referred to in term 2.10.

(b) Related Share means a Share, or fraction of a Share, which has
accrued in respect of the Share or is deemed to have accrued in
respect of the Share or the Related Share on or before the
relevant day.

(©) Related Property means property described in term 2.9.

The Shares which accrue to a shareholder in respect of a Share or a
Related Share for the purposes of term 2.7 include those Shares which
the Board determines it is appropriate to treat as accruing to a
shareholder in respect of a Share and Related Shares and unless the
Board otherwise determines includes:

(a) all bonus issues made in respect of the Share or a Related
Share;

(b) all Shares which would be acquired by a shareholder if the
shareholder exercised all Share Rights and entitlements to
acquire Shares which accrue to the shareholder in respect of the
Share or the Related Share;

(c) all Shares which would be acquired by a shareholder if all
dividends received in respect of the Share or Related Share,
were:

@) applied under a dividend reinvestment plan in acquiring
further Shares; or



2.9

2.10

2.11

2.12

2.13

(i1) if a dividend reinvestment plan is not available in
respect of the dividend, the dividend was applied in
acquiring further Shares at the lowest buy price during
the one week immediately following the date of
payment of the dividend (without taking into account
any brokerage, stamp duty or incidental costs of
acquiring the Shares); and

(d) all Shares which would be acquired by a shareholder if all
distributions in cash, other than dividends, were applied in
acquiring Shares at the lowest buy price during the one week
immediately following the date of payment of the distribution
(without taking into account any brokerage, stamp duty or
incidental costs of acquiring the Shares).

Related Property (other than a Share or Share Rights or entitlements in
respect of Shares or dividend or distribution in cash in respect of
Shares) which accrues to a shareholder in respect of a Share or a
Related Share for the purposes of this term includes that property
which the Board determines it is appropriate to treat as accruing in
respect of a Share and Related Shares and unless the Board otherwise
determines includes:

(a) all property (other than a Share or Share Rights or entitlements .
in respect of Shares) which would be acquired by a shareholder
if all rights to acquire the property which would accrue in
respect of the Share or a Related Share, were exercised by the
shareholder; and

(b) all amounts paid or payable to the shareholder in respect of the
Related Property.

The Total Shareholder Return for a Share is reduced by the aggregate
amount which the shareholder would have been required to pay to
exercise rights or entitlements to acquire a Share or Related Property
which accrues in respect of the Share or a Related Share but does not
include uncalled amounts payable after the relevant day or amounts
which may become payable in respect of partly paid Shares after the
relevant day.

The Board may determine an appropriate basis for valuation of Related
Property (other than a Share or Share Rights or entitlements in respect
of Shares) which accrues to a shareholder in respect of the Share or
Related Share.

If the shareholder may make an election in respect of a Share, a
Related Share or Related Property, the Board may determine the
manner in which that election is to be treated for the purposes of
determining the Total Shareholder Return for a Share.

In determining the Total Shareholder Return for a Share:



2.14

2.15

3.1

(a) no adjustment is made for liability to tax which may arise by
virtue of holding a Share, Related Share or Related Property
including (without limitation):

(1) any distributions in respect of a Share, Related Share or
Related Property; or

(i1) any Share or Related Property which accrues to a
shareholder; and

(b) all distributions made are treated as if made without any
deduction from the distributions including (without limitation)
any withholding tax.

For the purposes of determining the Share or fractions of a Share or
property which accrue in respect of a Share, a Related Share or
Related Property, the Board may take into account a fractional interest
even if the terms on which the Share, Share Rights, entitlements or
property accrue do not provide for fractional interest.

For the purpose of this term a determination by the Board of the Total
Shareholder Return for a Share shall be binding and conclusive.

Notice to Participant

If before the end of the Performance Period for a Performance Award

Right:

(a) a takeover bid is made to the holders of Shares (other than as a
result of an allotment or transfer approved by the Board);

(b) a statement is lodged with the ASX to the effect that a person
has become entitled to not less than 15% of the total number of
votes attaching to voting shares in IAGL (other than as a result
of an allotment or transfer approved by the Board),

(©) pursuant to an application made to the Court, the Court orders
a meeting to be held in relation to a proposed compromise or
arrangement for the purpose of or in connection with a scheme

for the reconstruction of IAGL or its amalgamation with any
other companies;

(d) TAGL passes a resolution for voluntary winding up; or
) an order is made for the compulsory winding up of IAGL,
and the Board gives a notice under this term the Performance Award

Right will become a Vested Right.

Method of exercise of Performance Award Rights
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7.1

7.2

A Performance Award Right is exercised by the holder lodging the
notice of exercise of Performance Award Right and application for
Shares, together with the exercise price for each Share to be
transferred on exercise and the relevant Performance Award Right
certificate, with the Company Secretary of IAGL or such other person
as the Board designates.

Performance Award Rights must be exercised in multiples of 100,
unless the Holder exercises all Performance Award Rights able to be
exercised at that time. The exercise of some Rights only does not
affect the Holder’s right to exercise other Performance Award Rights
at a later time. If the Holder exercises less than all Performance
Award Rights represented by a certificate then JAGL will cancel the
certificate and issue a new certificate for the balance.

No Transfers

Performance Award Rights may not be transferred.

Quotation of Performance Award Rights and Shares

Performance Award Rights will not be quoted on ASX. If the Shares
to be transferred on exercise of Performance Award Rights are not
already listed for official quotation and Shares of IAGL are listed at
that time, IAGL will make application to ASX for official quotation of
the Shares transferred on the exercise of Performance Award Rights as
soon as practicable after the Shares are transferred.

Participation in future issues
Participation generally

A Participant may only participate in new issues of securities to
holders of Shares if the Performance Award Right has been exercised,
if that is permitted by its terms, and the Shares in respect of the
Performance Award Right have been transferred before the record date
for determining entitlements to the issue.

Bonus issues

If IAGL makes a bonus issue of shares or other securities pro rata to
holders of Shares (other than an issue in lieu or in satisfaction of
dividends or by way of dividend reinvestment) and no Shares have
been transferred in respect of a Performance Award Right before the
record date for determining entitlements to the bonus issue then the
rights attaching to that Performance Award Right will be altered as
follows:



7.3

7.4

7.5

(1) the number of Shares which the Holder is entitled to have
transferred on exercise of the Performance Award Right (S) is
determined by the formula:

S=N+({NxR}
where:

= The number of Shares per Performance Award Right which the
Participant is entitled to have transferred on the record date to
determine entitlements to the bonus issue.

R = The number of Shares (including fractions) offered under the
bonus issue for each Share held.

(i1) the exercise price per share of a Performance Award Right
will not be changed. '

Share Rights issues

If IAGL makes an offer of ordinary shares pro rata to all or
substantially all holders of Shares (whether or not an issue in lieu or in
satisfaction of dividends or by way of dividend reinvestment) for a
subscription price which is less than the market price and no Shares
have been transferred in respect of a Performance Award Right before
the record date for determining entitlements to the issue then the
exercise price per Performance Award Right will not be changed.

The number of Shares which the participant is entitled to have
transferred on exercise of the Performance Award Right will not
change.

Aggregation

If Performance Award Rights are exercised simultaneously then the
Holder may aggregate the number of shares or fractions of shares or
other securities to which the Holder is entitled to have transferred
under those Performance Award Rights. Fractions in the aggregate
number only will be disregarded in determining the total entitlement to
have transferred.

Reconstruction

In the event of any reconstruction of the issued ordinary capital of
TAGL the number of shares attaching to each Performance Award
Right will be reconstructed in the manner specified below. If the
manner is not specified then the Board will determine the
reconstruction. In any event the reconstruction will not result in any
additional benefits being conferred on Holders which are not conferred
on shareholders of IAGL (subject to the same provisions with respect
to rounding of entitlements as sanctioned by the meeting of
shareholders approving the reconstruction of capital) and in all other
respects the terms for the exercise of Rights will remain unchanged.




In the event of any consolidation or sub-division of shares or reduction
or cancellation of capital then the reconstruction will be determined by
the following formulae:

(1) Consolidation; and
(i1) Subdivision:
S =Cx E;
A

(i)  Reduction of capital by return of share capital:
S=C;

@iv) Reduction of capital by cancellation of ordinary shares that is
either lost or not represented by available assets:

S=C;
v) Pro rata cancellation of fully paid ordinary shares (not within
(¢) or (d)):
S=Cx 2 ;
A
where:
= The total number of Shares in issue before the capital
reconstruction;
B = The total nurnbef of Shares in issue after the capital
reconstruction;

C = The number of Shares which the Holder is entitled to
have transferred on exercise of a Right before the
reconstruction;

S= The number of Shares which the Holder is entitled to
have transferred on exercise of a Performance Award
Right after the reconstruction.

The exercise price per Performance Award Right will not be
changed.

Lapse

A Holder may request that some or all of the Performance Award
Rights held by that Holder lapse.

Liability for tax



9.1

9.2

10

11

12

12.1

If IAGL, or any company in the Group which is the employer or former
employer of a Participant (“Employer Company”), is obliged as a
result of a Participant exercising a Performance Award Right to
account to any tax authority for income tax or employment taxes under
any wage withholding or other arrangements or for any other tax, levy
or charge of a similar nature (“Tax”), then the Employer Company is
entitled to be reimbursed by the Participant for the amounts paid to the
tax authority.

Where term 9.1 applies, the Trustee is not obliged to transfer Shares to
the Participant on exercise of their Performance Award Right unless
IAGL is satisfied that arrangements have been made for
reimbursement. The arrangements that IAGL may make include,
without limitation, the sale of Shares acquired on exercise of the
Participant’s Performance Award Right.

Advice

IAGL must give notice to each Holder of any adjustment to the number
of shares which the Holder is entitled to have transferred on exercise of
a Performance Award Right or the exercise price per share in
accordance with the Listing Rules.

Notices

Notices may be given by IAGL to the Holder in the manner prescribed
by the constitution of IAGL for the giving of notices to members of
IAGL and the relevant provisions of the constitution of IAGL apply
with all necessary modification to notices to Holders. In addition,
where the Board considers it appropriate, electronic notices may be
given by IAGL to a Participant.

Interpretaﬁon

In this Schedule words and expressions which have a particular
meaning under this deed have the same meaning and, in particular:

Holder means the holder of a Performance Award Right.

Hurdle Growth Amount for a Test Day means the amount calculated
under term 2.5 for the Test Day.

Initial Market Value of a Share on a day means the weighted average
of the prices at which Shares in that class were traded on the stock
market of ASX during the one month period up to and including that
day.

Listing Rules means the Listing Rules of ASX.

Market Value means, for a company (including IAGL) for a day, the
average market value of a share in the company during the one month
period up to and including the day based on the daily closing price of
the shares.




12.2

12.3

Participant means a Holder who is an Executive.

Performance Hurdle means the performance hurdle described in term
24.

Performance Period means the period described in term 2.2A.

Test Day means a day or days in the Performance Period determined
by the Board under Clause 2.6.

Vested Right means a Performance Award Right that has become a
Vested Right in accordance with terms 2.3 or 3.1.

In these terms unless the contrary intention appears:
(a) the singular includes the plural and vice versa;

(b) reference to a rule, a statute or other law includes regulations and
other instruments under it and consolidations, amendments, re-
enactments or replacements of any of them; and

(c) areference to a person includes a reference to the person’s legal
personal representatives, executors, administrators and
successors, a firm or a body corporate.

Headings are inserted for convenience and do not affect the
interpretation of these terms.
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1.1

1.2

Interpretation

2.1

Registration of and beneficial interest in Bonus
Equity Shares

Bonus Equity Shares allocated to a Participating
Employee under the Plan are to be registered in the
name of the Trustee and are to be held on the terms of
the Trust Deed by the Trustee until transferred under
term 12. The Participating Employee will be the
beneficial owner of the Bonus Equity Shares from the
time of allocation.

By making an offer for Bonus Equity Shares in
accordance with clause 4 of the Trust Deed, a
Participating Employee agrees to be bound by the
Trust Deed and the constitution of IAG.

In these terms, the following words and phrases have
these meanings unless the contrary intention appears:

Accretion means any accretion, dividend, distribution,
entitlement, benefit or right of whatever kind whether
cash or otherwise which is issued, declared, paid,
made, arises or accrues directly or indirectly to or in
respect of a Share including, without limitation, any
such entitlement relating to a subdivision,
consolidation or other reconstruction, any rights issue,
bonus issue, Entitlements Offer, or distribution from
any reserve of [AG and any reduction of capital.

ASX means Australian Stock Exchange Limited.

Board means all or some of the Directors acting as a
board of IAG or, if the relevant powers or discretions
have been delegated by the Board, the committee or
individuals acting as delegates of the Board.

‘Bonus Equity Share means a Share allocated under

clause 4 of the Trust Deed.

Bonus Equity Share Plan means the terms of the
Trust as they apply to Bonus Equity Shares.

- Bonus Shares means the shares in respect of the

Shares held by the Trustee on behalf of a Participant
issued as part of a bonus issue to security holders of
IAG.

Cash Dividend means a dividend declared or paid
with respect to Shares which is payable wholly in cash
or, in the case of a dividend declared or paid with
respect to Shares which is payable only partly in cash,
that part of the dividend which is payable in cash.
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Director means a director of IAG.

Employee means at the relevant time a permanent full
time employee of a body corporate which is in the
Group and a part time, fixed term or casual employee
of the body corporate at that time (including a director
of a body corporate in the Group who holds on a
permanent full time or part time basis salaried
employment in a body corporate which is in the
Group).

Entitlements Offer means an offer to subscribe for or
otherwise acquire issued or unissued securities,
whether of IAG or any other body.

Event means:

(a) atakeover bid is made to the holders of issued
ordinary fully paid shares in IAG (other than as
a result of an allotment or transfer approved by
the Board);

(b) astatement is lodged with the ASX to the effect
that a person has become entitled to not less
than 15% of the total number of votes attaching
to voting shares in IAG (other than as a result of
an allotment or transfer approved by the Board);

(¢) pursuant to an application made to the Court,
the Court orders a meeting to be held in relation
to a proposed compromise or arrangement for
the purpose of or in connection with a scheme
for the reconstruction of IAG or its
amalgamation with any other companies;

(d) [IAG passes a resolution for voluntary winding
up; or

(e)  an order is made for the compulsory winding up
of IAG.

Executive means an Employee whom the Board
determines to be in an executive position.

Group means IAG and each body corporate that is a
subsidiary of IAG under Division 6 of Part 1.2 of the
Corporations Act.

IAG means Insurance Australia Group Limited (ABN
60 090 739 923).

IAG shares or shares means fully paid ordinary
shares in the capital of IAG.

Participating Employee means an Employee
(including an Executive) who is participating, or who




Plan in accordance with clause 4 of the Trust Deed.

Restriction Period for a Bonus Equity Share means
the period commencing at the date of allocation of the
Bonus Equity Share in accordance with clause 4.5 of
the Trust Deed and ending on the earliest of:

(a) the final day of the period prescribed by the
Board at the time of the invitation;

(b) the day the Participating Employee is no longer
employed by any of the following:

() by a member of the Group; or

(i)  unless the Board otherwise determines,
the employer of the Participating
Employee at the date of allocation of the
Bonus Equity Share; or

(c) the day the Trustee notifies the Participating
Employee that the Board has determined that an
Event has occurred.

Share means:

(a)  the ordinary fully paid shares in the capital of
[AG or any other financial instrument or
security allocated to a Participant in accordance
with clause 4 of the Trust Deed; and

(b) Bonus Shares which are deemed to be Shares by
virtue of the terms of Bonus Equity Shares.

Share Rights means any rights to acquire shares or
securities issued or to be issued by IAG.

Trust Deed means the trust deed for the IAG Share
and Performance Awards Rights Trust dated 12
February 2001 between IAG and the Trustee, as
amended from time to time

Trustee means initially IAG Share Plan Nominee Pty
Limited and thereafter means the trustee from time to
time of the Trust.

3. Right to dividends

3.1 Subject to the terms of the Trust Deed, a Participating
Employee is entitled to receive all Cash Dividends
paid on their Bonus Equity Shares.

besp terms final - apr 03.doc
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4.1

4.2

4.3

44

5.1

5.2

Bonus Shares

Subject to term 4.2, a Participating Employee is
entitled to any Bonus Shares which accrue to the
Shares held by the Trustee on behalf of that
Participating Employee.

The Bonus Shares must be registered in the name of
the Trustee and held in trust by the Trustee on behalf
of the Participating Employee, who will be the
beneficial owner of the Bonus Shares.

Upon allotment to the Trustee:

(a) Bonus Shares are deemed to be Shares for the
purposes of the Trust Deed; and

(b) Bonus Shares issued in respect of Bonus Equity
Shares are deemed to be Bonus Equity Shares
for the purposes of the Trust Deed.

The Bonus Shares will for the purpose of determining
the Restriction Period be deemed to be acquired on a
date determined by the Board.

Share Rights

The Trustee will send a notice to a Participating
Employee of any Share Rights which accrue to Bonus
Equity Shares held by the Trustee on behalf of that
Participating Employee.

Within 7 days of receiving the notice referred to in
term 5.1, the Participating Employee may provide the
Trustee with either:

(a) written instructions in the form (if any)
prescribed by IAG to sell some or all of the
Share Rights to the extent permitted by law; or

(b) both

(i)  written instructions in the form (if any)
prescribed by IAG to acquire, to the
extent permitted by law, some or all of the
shares or securities in IAG to which the
Share Rights relate; and

(ii) payment of an amount equal to the cost of
accepting the Share Rights entitlement
plus, if the Trustee so requires, such
additional amount as the Trustee
estimates (and notifies to the Participating
Employee) to be the cost of transferring
the shares or securities to the Participating
Employee.
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5.4

5.5

5.6

6.1

under term 5.2, the Trustee is entitled to sell the
Rights.

Subject to term 5.5, if the Trustee sells the Share
Rights in accordance with term 5.2 or term 5.3, the
Trustee must distribute the proceeds of the sale (after
deduction of the costs of sale incurred by the Trustee)
to the Participating Employee.

If the Trustee acquires, on behalf of the Participating
Employee, a specified number of shares or securities
pursuant to the Share Rights in accordance with term
5.2(b), the Trustee will transfer those shares or
securities to the Participating Employee. The Trustee
may make it a condition of transfer that the
Participating Employee pay the cost of transfer
(including stamp duty).

Where the Trustee sells the Share Rights (regardless
of whether instructed by the Participating Employee
or not), the Trustee:

(a) has no obligation to maximise the sale price of
the Share Rights;

(b) may aggregate Share Rights to be sold in

blocks of Share Rights; and

(©) in relation to its obligation to pay the proceeds
of sale to the Participating Employee may
attribute a sale price to each Share Right sold
equal to the aggregate price for each Share
Right sold in a block of Share Rights.

Other accretions

If an Accretion arises in respect of a Share other than
by way of:

(a) Cash Dividend,
(b) Bonus Shares; or
(c) Share Rights,

the Trustee may, in its absolute discretion, decide to
transfer, or provide the benefit of, all or such part of
the Accretion as the Trustee determines to the
Participating Employee.
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7.1

7.2

8.1

9.1

10.
10.1

Voting rights

IAG will send, or will make arrangements with the
person charged with maintaining the IAG Share
Register from time to time to send, notices (including
the IAG annual report), or copies of them, that are sent
to the registered holders of shares to the Participating
Employee either in physical or electronic form.

The Participating Employee may give the Trustee
written notice, in physical or electronic form,
indicating how and whether it would like the Trustee
to vote in respect of voting rights attaching to the
Bonus Equity Shares held by the Trustee on behalf of
the Participating Employee.

Voting by Trustee

The Trustee will exercise the voting rights attaching
to Bonus Equity Shares in accordance with the
instructions of a Participating Employee given in
accordance with term 7.2 and received by the Trustee
not less than 5 business days prior to the relevant
meeting.

Failure to provide information

IAG and the Trustee will not be liable for the
accidental omission to give notice of any meeting or
confirmation or the non-receipt of that notice and
confirmation by any Participating Employee nor will
that invalidate or breach the provisions of term 7.1,
7.2 0or8.

Failure to provide voting directions

In default of the Trustee receiving prior written
instructions from a Participating Employee given in
accordance with terms 7.2, the Trustee may exercise
the voting rights attaching to the Bonus Equity Shares
of the Participating Employee as it thinks fit
(including a power to abstain from voting).




12.

12.1

12.2

12.3

12.4
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A Participating Employee will not have any claim
against the Trustee or IAG as a result of the exercise
by the Trustee or [AG of a power, discretion or
determination under terms 7 to 10.

Transfer of Bonus Equity Shares

The Trustee must not assign, transfer, sell, encumber
or otherwise deal with a Bonus Equity Share except in
the circumstances set out in this term 12 or unless
compelled by law.

The Participating Employee must not assign, transfer,
sell, encumber or otherwise deal with a Bonus Equity
Share or any legal or beneficial interest in a Bonus
Equity Share:

(a) unless and until the Bonus Equity Share has
been transferred to the Participating Employee
in accordance with this term 12; or

(b) except in the circumstances set out in this term
12.

At the end of the Restriction Period, a Participating
Employee has until the day 2 months from the end of
the Restriction Period to either:

(a) give the Trustee a notice that the Participating
Employee wishes to arrange through the
Trustee the sale of all of the Bonus Equity
Shares held by the Trustee on behalf of the

Participating Employee; or

(b) give the Trustee a notice to transfer the Bonus
Equity Shares held on behalf of the
Participating Employee to the Participating
Employee.

Where the Trustee sells the Bonus Equity Shares
under this term 12, the Trustee:

(a) has no obligation to maximise the sale price of
the Bonus Equity Shares;

(b) may sell the Bonus Equity Shares with other
Shares (whether or not held for the
Participating Eligible Employee); and

(©) in relation to its obligation (if any) to pay the
proceeds of sale to the Participating Employee,
may:
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12.5

12.6

12.7

) deduct any costs ol the sale belore
making a payment to the Participating
Employee; and

(ii) attribute a sale price to each Bonus
Equity Share as the Trustee considers
appropriate.

If the Trustee does not receive a notice in accordance
with term 12.3, then the Trustee must transfer the
Bonus Equity Shares to the Participating Employee
within 1 month of the end of the notice period referred
to in term 12.3.

A Participating Employee will not have any claim
against the Trustee or IAG as a result of the exercise
by the Trustee of a power, discretion or determination
under this term 12.

The requirement or right to transfer Bonus Equity
Shares under this term is subject to the power of the
Board set out in clause 19 of the Trust Deed.



6 September 2004

Name
Address

Dear
Re: Bonus Equity Share Plan allocation

To finalise your application under the Bonus Equity Share Plan in respect of your
2003/2004 Short Term Incentive, please complete the attached Application Form.

The form requires the details of your residential address, bank details and signature.
This information is required by Computershare Plan Managers to enable them to
create an account for your Bonus Equity Shares.

The restriction period noted on the Application Form is based on the information on
the Preference Form you completed earlier this year.

Please return your completed Application Form to,
Hanna Meyer, Remuneration and Benefits — Share Plans,

By mail to, Level 13, 388 George Street, Sydney, Or
By fax to, (02) 9292 9970

Your Application Form must be received no later than 5pm EST on 10 September 2004,

Computershare Plan Managers will write to you to confirm details of your allocation
shortly after approval by the Plan Trustee.

If you have any questions or need any additional information, please contact
Diane Barnes on (02) 9292 3363 or Catherine Bylett on (02) 9292 8107

Yours sincerely

o L

Alex Christie
Senior Manager Remuneration and Benefits

INSURANCE AUSTRALIA GROUP LIMITED ABN 60 090 739 923




BONUS EQUITY PLAN - IAG STI PARTICIPANTS

APPLICATION FORM

~ Title: Mr [] Mrs l:l Miss [:I Ms [ ]

Payroll No: 1 |

Name:

Residential Address:

Telephone No:

Please pay my dividends to the following account (if you do not complete this section,
any dividends will be paid into the account you have previously selected, or if you
have made no previous selection, by cheque):

Your Bank Account Details BSB: Account No.

Name in which account is held: . ..oiiiiiiii e i

(Note: The account must be in the name of the registered shareholder. If a joint
account, the shareholder must be one of the account holders.)

Type of Account:
(eg passbook, cheque etc)

Name of Institution:

Branch (full address):

IMPORTANT: Please return both this page and the page containing your
signature, or we may be unable to process this preference form




To:

1

IAG Share Plan Nominee Pty Ltd (ABN 52 095 125 152) (Trustee), trustee of
the IAG Bonus Equity Share Plan (Plan) and the Board of Insurance Australia
Group Limited (IAG):

I offer to acquire the number of ordinary shares in IAG (IAG Shares)
determined by the following formula, in accordance with the Bonus Equity
Shares Terms (Terms):

A= B
C

number of the IAG Shares I offer to acquire (to the nearest whole number)

the dollar value of % of my Performance Bonus, such value
being $

the weighted average trading price of an IAG Share in the one week period
ending on the day before the allocation date

This Offer Form should be returned by 10 September 2004

I acknowledge that the IAG Shares allocated to me upon the acceptance of this
offer will be held by the Trustee in accordance with the Terms.

For the purposes of Term 2.1, the Restriction Period is __ years.

I acknowledge that 1 will be liable for any costs associated with the transfer or
sale of any of my IAG Shares by the Trustee after the Restriction Period.

I authorise IAG and Trustee jointly and severally to complete and execute any
documents necessary to effect the grant of IAG Shares to me.

I have received and read a copy of the Terms and the Plan Explanatory
Booklet.

I agree to be bound by the:

(a) IAG Share and Performance Award Rights Plan Trust (Trust Deed);
(b) Constitution of Insurance Australia Group Limited; and

(¢) Terms, and

(d) restrictions on dealing with shares as set out in the Plan.

All details and statements made on this form are complete and accurate and I
acknowledge that these details and statements may be relied upon by IAG and
Trustee in considering and processing this application and making subsequent
disclosures to ASX and ASIC and any other relevant regulatory body.

[ agree that by returning this form, I apply for the number of IAG Shares, in
the form of Bonus Equity Shares, determined in the manner set out on this



form and make the agreements, acknowledgments, declarations and
authorisations set out above.

I understand that defined words and expressions in the Terms and Trust Deed
have, unless the contrary intention appears, the same meaning in this form.

In providing the personal information contained in this application to IAG, I
acknowledge and agree that:

(a) IAG needs to collect, use and disclose this personal information in order
to calculate and arrange for the Trustee to acquire and allocate on my
account the JAG Shares, any subsequent dividends and voting rights, to
generally administer the Plan in accordance with the Terms and to fulfil
IAG’s obligations of disclosure to the ASX and ASIC and any other
relevant legislative and regulatory requirements;

(b) 1 can choose not to provide some or all of this personal information but
that this may result in this application being rejected and the Trustee
being unable to allocate the IAG Shares and distribute any dividend
resulting from the IAG Shares;

(c) For the purposes outlined in (a), JAG can collect the personal
information from and disclose it to any related entity, particularly the
Trustee, the share registry of the Plan, ASX, ASIC, and any other
regulatory or enforcement agency or an agent of any of these in order to
comply with its disclosure and other obligations required by law or
relevant regulation; and

(d) I can gain access to the personal information relating to me by
contacting IAG through Alex Christie, Senior Manager Remuneration &

Benefits.
Date: . Signature: .......occoeieiiiiiiiiii,
RETURN TO: Hanna Meyer - Remuneration & Benefits — Share Plans
Human Resources - Insurance Australia Group Limited
BY HAND OR Level 13, 388 George Street
MAIL: SYDNEY NSW 2000
BY FAX: Via fax on: 02 9292 9970

NO LATER THAN: Spm EST on 10 September 2004




Insurance
Australia
Group

|AG Bonus Equity Share Plan
Explanatory Booklet

Short Term Incentive Participants

2004

{s0001664} 1




Table of Contents

The IAG Bonus Equity Share Plan 3
Participation in the IAG Bonus Equity Share Plan 4
Other things you should know 8
Key Terms ' 12
Frequently Asked Questions 13
Australian Tax Guide 15

This booklet has been written to provide you with information on the IAG Bonus
Equity Share Plan. In the event of any inconsistency between this booklet and the
Bonus Equity Shares Terms, the Bonus Equity Shares Terms will prevail.
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The IAG Bonus Equity Share Plan

Purpose of the Plan

The IAG Bonus Equity Share Plan enables IAG to provide up to 50% of the Short Term
Incentive (STI) to which you may become entitled in the form of ordinary IAG shares held by
the Trustee of the Plan.

Participation in the Plan will have tax consequences for you. These are summarised in a

general manner in the Australian Tax Guide later in this booklet.

Participation is Optional

You are not obliged to express a preference to be provided with Bonus Equity Shares or to
participate in the Plan. However, if you complete the Preference Form and are subsequently
invited to apply for Bonus Equity Shares and choose not to participate (by not returning

the Application Form), you will not receive an equivalent amount of your STI in cash.

Preference Forms

Together with this booklet, you will have received a Preference Form in which you are invited
to indicate a preference in relation to your STI. IAG may, but is not obliged to, provide any part

of your STI in accordance with your preference.
You may express a preference for:

o the percentage of your STI that you wish to be provided with in the form of Bonus

Equity Shares under the Plan. This may be up to 50% of your STI payment; and

o the ‘restriction period’ for your Bonus Equity Shares. This may be any whole year
between 1 year and 10 years. If you fail to express a preference for the restriction

period, you will be deemed to have selected a restriction period of 5 years.

If you wish to participate in the Plan, you will need to return your Preference Form to

Remuneration & Benefits no later than Spm EST on 31 May 2004.
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Participation In The IAG Bonus Equity Share
Plan

4 Steps to Participate

Follow these steps to participate in the Plan:
1. Read the material contained in this booklet.

2. Seek independent advice from a licensed financial adviser if you are unsure whether to
- participate in this Plan and be provided shares in IAG.

3. If you wish to participate, ensure that your completed and signed Preference Form is
received by Remuneration & Benefits by 5:00 pm EST on 31 May 2004. You cannot
receive Bonus Equity Shares under the Plan if your Preference Form is not received by
this time. Late Preference Forms cannot be processed.

4. Ensure that you complete and sign the Application Form, which you may receive in
August 2004, and that your completed form is returned by the time specified on that
Application Form.

You will still need to complete an Application Form

Invitations to apply for Bonus Equity Shares will not be made if you are not entitled to receive

any STI for the relevant period.

However, if an STI is payable, Participating Employees who have returned a Preference Form

will be asked to complete an Application Form for Bonus Equity Shares.

If you completed the Preference Form and are subsequently invited to apply for Bonus Equity
Shares and you choose not to participate (by not returning the Application Form), you will not

receive an equivalent amount of your STI in cash.
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Timetable for the Plan

It is presently expected that any issue of Bonus Equity Shares under the Plan would be:

Preference Forms and booklets April 2004
distributed
Closing date for preferences 31 May 2004

STI results approved by IAG Board | 16 August 2004
(as part of approval process for full

financial results)

Distribution of Application Forms 17 August 2004

Closing Date for Applications for 24 August 2004
Bonus Equity Shares

Anticipated date for acceptance of 1 September 2004

applications and allocation of Bonus

Equity Shares.

Remuneration Review Outcomes Monthly Payroll 15 September 2004
(components other than Bonus (effective 1 September 2004)
Equity Shares)

Fortnightly Payroll 9 September 2004
(effective 6 September 2004)
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These dates may be varied by the Board in its discretion.
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Calculation of Number of Bonus Equity Shares you receive

If IAG determines to provide a component of your STI in the form of Bonus Equity Shares this
amount will be set out on your Application Form. If you participate in the Plan, you will be
allocated Bonus Equity Shares. The number of Bonus Equity Shares you will be allocated will
depend upon the dollar value of your STI to be provided in Bonus Equity Shares and the
volume weighted average trading price of IAG shares in the one week period ending on the day
before the allocation date. You are not required to pay any additional amount for these Bonus

Equity Shares.

The number of Bonus Equity Shares you will be allocated is calculated as follows:

B
A =
C
Where:
A = the number of the Bonus Equity Shares you will be allocated
B = the component of your STI to be provided in the form of Bonus Equity
Shares, represented as a number of dollars; and
C = the volume weighted average price of an ordinary IAG share in the one week

period ending on the day before the allocation date.
For example...

If the component of your STI to be provided in the form of Bonus Equity Shares was $30,000
and the volume weighted average trading price of ordinary IAG shares in the one week period
ending on the day before the allocation date was $5.00, you would be allocated 6,000 Bonus
Equity Shares. The cash amount of your STI would be reduced by the value provided in the
form of Bonus Equity Shares:

$30,000
A =
$5.00
s A =6,000 Bonus Equity Shares
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Confirmation that your Acceptance Form has been received

You will receive a holding statement confirming the number of Bonus Equity Shares which

have been allocated to you and which are being held by the Trustee on your behalf.

Your Bonus Equity Shares

The Trustee will hold the Bonus Equity Shares on your behalf until the end of the

restriction period. During this time you will not be able sell or otherwise deal with them.
At the end of the restriction period, you can choose to either sell or keep the shares.

All dividends paid on Bonus Equity Shares are yours from the time they are allocated to you
and will be distributed to you in accordance with the Bonus Equity Shares Terms. You also
have other rights that you can exercise, voting rights attached to the Bonus Equity Shares.

These are discussed in greater detail in question 8 later in this booklet.
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Other things you should know

1 The Bonus Equity Share Plan

The Bonus Equity Shares allocated to Participating Employees under the Plan will be held on
their behalf by the Trustee of the Plan and are subject to a trust deed and the Bonus Equity

Shares Terms.

The Trustee will hold the legal title to the shares. However, Participating Employees will be
the beneficial owners, giving them rights to dividends and rights to exercise voting rights

attaching to the Bonus Equity Shares.

A copy of the Bonus Equity Shares Terms accompany this booklet. If there is any
inconsistency between them and this booklet, the Bonus Equity Shares Terms will prevail.
Further details relating to the Plan can also be found in the trust deed relating to the Plan. A

copy of the trust deed is available on request.

2 When can | sell my Bonus Equity Shares?

You cannot sell or otherwise deal with your Bonus Equity Shares until the end of the restriction

period.

Once the restriction period has ended you can either retain or sell your Bonus Equity Shares.
You will need to instruct the Trustee once you have decided what you would like to do. The
share plan manager, currently Computershare Plan Managers, will contact you at the end of the

restriction period regarding your instruction.

If you decide to retain the Bonus Equity Shares, you will be provided with the relevant form for
transferring them into your name. A transfer fee, which is charged by Computershare Plan

Managers, will apply.

If you decide to sell the Bonus Equity Shares, you will be provided with the relevant form.
They will then be sold on your behalf and you will be paid the proceeds of the sale (after
deduction of the third party costs of the sale).
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If you do not give any instructions to the Trustee within two months of the end of your
restriction period, the Trustee will transfer the Bonus Equity Shares to you and you will be

liable to pay a transfer fee to the Share Plan manager, currently Computershare.

3 What is the restriction period?

The restriction period will end on the earlier of:

o the time at which you are no longer employed by any of the following:
o your employer at the date of allocation; or
. any member of the JAG Group.
o the date the Trustee notifies you that the Board of IAG has determined that an “Event”

has happened. An ‘Event’ is explained below in question 6.

) the end of the period determined by the Board of IAG at the time the Bonus Equity

Shares are allocated to you.

The restriction period determined by the Board of IAG at the time the Bonus Equity Shares are
allocated to you will be at least 1 year and will not be longer than 10 years from the date of
allocation of the Bonus Equity Shares. Your Preference Form allows you to express a
preference for the restriction period to apply to your Bonus Equity Shares. IAG is not obliged
to accept your preference. The length of the restriction period may affect the time at which you

are assessed on the value of your Bonus Equity Shares for income tax purposes.

Please refer to the tax guide supplied with this booklet for details of the tax implications of the

restriction period ending,

4 Fees when Bonus Equity Shares are sold or transferred

If you sell your Bonus Equity Shares, whether by arranging for the Trustee to sell them on your
behalf, or otherwise, transaction costs (a sale fee and a brokerage fee) will apply. Fees will be

invoiced by the Share Plan manager, currently Computershare.

A fee will also apply if you choose to have the Bonus Equity Shares transferred to you.
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5 Risks associated with Bonus Equity Shares

If you acquire Bonus Equity Shares under the Plan, you can benefit from any increase in the
IAG share price and from any dividends paid. But there is no guarantee that the Bonus Equity

Shares will grow in value - they could and may well decline. There is no guaranteed return.

If you have any queries about participating in the Plan, you should consult a financial adviser.

6 What is an “Event”?
An Event occurs when:

. a takeover bid is made to the holders of issued ordinary fully paid shares in IAG (other

than as a result of an allotment or transfer approved by the Board);

. a statement 1s lodged with the ASX to the effect that a person has become entitled to not
less than 15% of the total number of votes attaching to voting shares in IAG (other than

as a result of an allotment or transfer approved by the Board);

. pursuant to an application made to the Court, the Court convenes a meeting to be held in
relation to a proposed compromise or arrangement for the purpose of or in connection
with a scheme for the reconstruction of IAG or its amalgamation with any other

companies;

. IAG passes a resolution for voluntary winding up; or

an order is made for the compulsory winding up of IAG.

7 Insider trading considerations

In accordance with IAG’s insider trading policy, you should not buy or sell IAG shares if you
have access to information that is not generally available and, if it were generally available,

would reasonably be expected to have a material effect on IAG’s share price.

You should discuss your position with Head of Group Compliance if you believe you have

price-sensitive information at the time you wish to sell any shares in [AG.

8 Voting rights

While the Trustee holds the Bonus Equity Shares for you, the Trustee will provide you with all

notices of general meetings in respect of these shares.
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You can instruct the Trustee to cast votes in relation to the Bonus Equity Shares it holds on
your behalf at any meeting of shareholders. If you do not instruct the Trustee how to vote in
relation to your Bonus Equity Shares, the Trustee may exercise the voting rights as it sees fit.

This includes the Trustee abstaining from voting.

9 Share price information

Once the Bonus Equity Shares are allocated by the Trustee on your behalf, you will be provided
with a holding statement that outlines the market price and the number of Bonus Equity Shares

you have received by participating in the Plan.

Most major newspapers in Australia contain a list of daily share prices in the business section.
The Australian Stock Exchange code for IAG is IAG. The current IAG share price is available
from the InsideIAG homepage.

10 Tax considerations

The Australian tax guide included in this booklet provides information about Australian tax and
Bonus Equity Shares. You are encouraged to seek your own tax advice. New Zealand
employees, and other employees who are not residents of Australia for tax purposes, should

seek their own tax advice.
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Key Terms

Board

This refers to the Board of Directors of Insurance Australia Group Limited (ABN 60 090 739
923) or its authorised delegates.

Bonus Equity Shares Terms

The terms approved by the Board for the Bonus Equity Shares to be issued under the Plan.

Group

This means Insurance Australia Group Limited and its subsidiary companies.

IAG
This refers to Insurance Australia Group Limited (ABN 60 090 739 923) or any of its related

bodies corporate.

Participating Employee

An employee who is participating in the Plan.

Plan

In this explanatory booklet, the taxation summary and preference forms, this refers to the [AG

Bonus Equity Share Plan.

Short Term Incentive (STI)
This refers to any eligible payment due under the IAG Short Term Incentive Plan as defined by
the current IAG Short Term Incentive Plan Policy.

Trustee

A trustee is a person or company that holds the assets of a trust on behalf of other people. A
trustee is given powers, within legal obligations, to administer the trust. For the Bonus Equity

Share Plan, the trustee is IAG Share Plan Nominee Pty Ltd (ABN 52 095 125 152).
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Frequently Asked Questions

Why do | have to fill in an Application Form if | return my Preference Form?

Your Preference Form indicates to IAG the form in which you would prefer to receive any STI
to which you might become entitled. IAG will make an invitation for you to complete an
Application Form. Your completed Application Form authorises the Trustee to acquire Bonus
Equity Shares on your behalf. It also evidences that you agree to the terms and conditions of
the Plan, as described in this booklet, and agree to be bound by the constitution of IAG. You
will be required to complete an Application Form for each Performance Bonus that is to be

provided to you in the form of Bonus Equity Shares.

When do | get paid dividends on the Bonus Equity Shares?

IAG generally pays dividends twice a year. However, the payment of dividends depends on a
number of things, including IAG’s profitability, its cash requirements and dividend policy.
Your Shares will be eligible for dividends from the time they are allocated to you. No

assurance can be given as to the timing and amount of dividends to be paid by IAG.

How do | receive my dividends?

The amount of any dividend will be directly credited to the bank account you nominate on your
Application Form or provided to you by cheque if you do not wish to receive them by way of
direct credit. Employees who do not provide their tax file number may have tax deducted from

their dividends.

Are the dividends fully franked?

Historically, the Board has franked dividends to the maximum extent possible. However, the
level of franking may vary and will depend on a number of factors, including IAG’s earnings,
the amount of tax paid by IAG and the relevant tax legislation. No assurance can be provided

as to the level of franking of any dividends.

What about rights issues?

You will receive notice of any rights issues and may, within seven days of receiving the notice,
instruct the Trustee to either acquire or sell the rights on your behalf. You will be required to

pay for any rights you acquire in relation to the Bonus Equity Shares you acquire.
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What about bonus issues?
You will be entitled to any bonus shares issued in respect of your Bonus Equity Shares, but they

will be held in trust on your behalf on the same basis as the Bonus Equity Shares you receive.

Will the value of the Bonus Equity Shares acquired under this Plan appear on my
Payment Summary?

No, the value of the Bonus Equity Shares will not appear as part of your gross income on your
Payment Summary for the income year ending 30 June 2004 or 30 June 2005. It is also not a

reportable Fringe Benefit.

You will be responsible for reporting and paying the tax referable to your participation in the
Plan.

What if | lose my Preference Form or my Application Form?

If you lose your Preference or Application form, you should contact Remuneration & Benefits

for a replacement.

What happens if | need to change my name, address or banking details?

You should forward your change of address and banking instructions in writing to
Computershare Plan Managers if you need to change your details. Changes to names must be

supported by copies of documentation (e.g. marriage certificate).

Who should | contact if | have a question?

If you have a question in relation to this offer or the Plan, please contact a Remuneration &

Benefits team member.
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Australian Tax Guide

The following guide is intended only as a summary of the Australian taxation considerations of
participating in the Plan. Neither IAG nor the Trustee of the Plan accepts responsibility for
reliance on this summary by any person.

The tax consequences of participating in the Plan and being provided with Bonus Equity Shares
in IAG in the income year ended 30 June 2005 may vary depending on your particular

circumstances.

The taxation consequences will be different if you are not an Australian resident for tax
purposes.

The information in this document is important and you should read it carefully before preparing
your tax return. We also recommend that you provide a copy of this document to your tax

agent or the person who prepares your tax return.

This summary does not deal with the tax consequences for those employees who have
participated in employee share or option schemes with other employers in the year ended 30
June 2005. It is important you consult your tax adviser if you have participated in any
employee share or option schemes with other employers in the year ended 30 June 2005.

Tax Deferral and Election Information

Your Taxation Options

Under Australia’s tax laws, you can choose to be assessed on the full market value of your
Bonus Equity Shares when they are allocated to you (by making an election) or you can defer
tax until a later date. The amount on which you are assessed at this later time may be different
to the amount that you would have been assessed on if you had elected to be assessed at the
time the Bonus Equity Shares were allocated to you. The capital gains tax consequences of
participating in the Plan may differ depending on whether or not you make an election in

relation to your Bonus Equity Shares.

Any election you make for the relevant year of income may apply to other shares and
rights you acquire under employee share or option schemes in that tax year of income
cither with TAG or with another employer. That is, for example, any election you make in
relation to your participation in the Plan may apply to your participation in other
employee share or rights plans in that year of income. Equally, any election you make in
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relation to another employee share or rights plans in the relevant year of income may
apply to your participation in the Plan.

As a result, it is important that, in deciding whether to make an election in relation to
your Bonus Equity Shares, you take into account any other shares or rights you may
acquire or have acquired in the relevant tax year of income and your preferred tax
treatment for those other shares or rights.

It is particularly important that you seek professional tax advice in deciding whether to make
the election, and that the advice you seek takes account of different shares and rights you may
have been granted in the same year under employee share plans as well as the different views as
to the availability of the capital gains tax concession when you make the election.

How do you make an election (Tax Upfront)?

If you want to make an election to be taxed at the time of the allocation of your Bonus Equity
Shares, the election must be made in writing and be made before the date you lodge your 2005

income tax return.

Computershare Plan Managers will provide you with a sample election form on request to assist

you to prepare your tax return.

You do not need to lodge the election with your income tax return but you should keep the

election with your taxation records.

How do you select Tax Deferral?

To select Tax Deferral, you need not do anything. Unless you make an election, you will

automatically be taken to have selected Tax Deferral.
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Tax Consequences — Tax Deferral

Income tax payable

If you do not make an election, the allocation of the Bonus Equity Shares to you will not be a
taxable event. Instead, you will be assessed at the time referred to as the ‘Cessation Time’. The

‘Cessation Time’ is the earliest of:

(a) the end of the Restriction period determined by the Board at the time of your invitation
to apply for Bonus Equity Shares;

(b)  the time when you are no longer employed by any of:

1) the company which was your employer at the time you acquired the shares under

the Bonus Equity Share Plan; or
(i)  any other company in the IAG group; and

©) the Board of IAG determining that an ‘Event’ has happened as defined in the Plan.

The market value of your shares at the Cessation Time?

In the year of income in which the Cessation Time occurs, you should be assessed on the ‘tax
market value’ of the Bonus Equity Shares at the Cessation Time (except where the 30-Day Rule

applies - see below).

Broadly, the ‘tax market value’ of 1 share is calculated as the volume weighted average of the
prices at which shares in IAG were traded on the Australian Stock Exchange during the one

week period up to and including the day on which the Cessation Time occurs.

Deferral Option - Capital Gains Tax

The 30-Day Rule

Generally, if you dispose of your shares within 30 days (‘30-Day Rule’) after the Cessation
Time the amount on which you are assessed will differ from the market value of your shares at
the Cessation Time. For shares acquired under the Plan the assessable amount will be the
whole amount of your sale proceeds. Capital gains tax rules do not apply to the disposal of

Bonus Equity Shares under the *30-Day Rule’.

Capital Gains Tax
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Under the capital gains tax provisions, if you do not dispose of the shares within 30 days after
the Cessation Time you may be assessed for capital gains tax for the year in which you dispose
of your shares. In simple terms, the capital gain is calculated on the basis of the excess of the

proceeds from the disposal of the shares over the ‘cost base’ of the shares.

The cost base of your shares for capital gains tax purposes will be equal to the ‘tax market
value’ of your shares at the Cessation Time. Any costs you may have incurred relating to the

acquisition and disposal of your shares may be added to your cost base.

Your disposal proceeds may also be less than the cost base. In this case, again in simple terms,
the difference will be the amount of your capital loss. A capital loss may be offset against any
capital gains you may have derived in that year or a later year. However, you cannot claim a

tax deduction for capital losses against other assessable income.

Capital Gains Tax concession

If you dispose of your shares 12 months or more after you acquire them for tax purposes, you
will generally be entitled to a capital gains tax concession. This means that only half of the
capital gain on the disposal of your shares will be included in your assessable income for the

year in which you dispose of your shares.

If you did not make an election in relation to your Bonus Equity Shares (that is, you deferred
tax) then it appears that you will be taken generally to have acquired your Bonus Equity Shares
for capital gains tax purposes at your Cessation Time. This means that you will not be entitled
to the capital gains tax concession if you dispose of your Bonus Equity Shares within 12

months of the Cessation Time.
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Taxation consequences of acquiring shares — Tax Upfront Option

If you make an election to be taxed ‘upfront’ on the allocation of the Bonus Equity Shares to

you, the allocation of the shares to you will be a taxable event.

Accordingly, in the year in which the Bonus Equity Shares are allocated to you, you should be
taxed on the ‘tax market value’ of the Bonus Equity Shares when they are allocated to you by
the Trustee. The ‘tax market value’ is the weighted average price at which IAG shares were

trading in the one week period up to and including the day of allocation.

Tax Upfront Option — Capital Gains Tax consequences

Under the capital gains tax provisions, you may be assessed for capital gains tax for the tax year
in which you dispose of your shares acquired under the Plan if you realise a capital gain on

disposal.

The amount of the capital gain will depend on:
— when you are treated as ‘acquiring’ the shares for capital gains tax purposes; and
— the ‘cost base’ for the shares.

The capital gain is calculated, generally speaking, as the excess of the proceeds from the
disposal of the shares over the ‘cost base’ of the shares. If you make an election the cost base
of your shares will be the ‘tax market value’ of the shares at the time you acquire them being

the time the Trustee allocates the shares to you.

The tax market value of a share on the day you acquire it is the volume weighted average of the
prices at which shares in IAG were traded on the Australian Stock Exchange during the one

week period up to and including that day.

If you incur any costs associated with the acquisition and disposal of your shares these may be

added to your cost base. What is meant by ‘cost base’ is explained below.

If you dispose of your shares 12 months or more after you ‘acquire’ them you will generally be
entitled to a capital gains tax concession. The time when you ‘acquire’ your shares is explained
below. Under the capital gains tax concession only half of the capital gain you make on the
disposal of your shares will be included in your assessable income in the year in which you

dispose of your shares.
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If your disposal proceeds are less than the cost base, in simple terms, the difference will be the
amount of your capital loss. A capital loss may be offset against any capital gains you may

have derived in that year or a later year.

Dividends on shares

Dividend payments are taxed the same way whether you select to be taxed up front or are
treated as having selected the Deferral Option. Every dividend payment will be
considered assessable income for income tax purposes in the year that the dividend is

paid.

Franked Dividends

If any dividends paid to you are franked, they have franking credits attached. In this case, you
will need to include in your assessable income the amount of any franking credits in addition to

the cash dividend received.

Generally, your tax rebate will be equal to the amount of franking credits included in your

assessable income.

If your franking credits in a year of income exceed the amount of tax (excluding the Medicare
levy) you are assessed as having to pay in the year of income, the excess rebate will be

refunded to you. Franking credits cannot be applied against the Medicare levy.

Tax File Number

There is no obligation to provide your tax file number to IAG. However, if you do not provide

your tax file number, IAG may be required to deduct tax prior to giving you certain dividend

payments.

If you do not supply your tax file number, tax will be deducted from any payment of a dividend
which is not fully franked. If tax is deducted from the dividend, your tax assessment may be

adjusted to take into account the amount deducted.

You may provide your tax file number directly to Computershare Plan Managers. You may
already have provided your tax file number in respect to your participation in other IAG share

plans.
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Comparative Tax Treatment

The following table sets out an illustrative example of the possible comparative tax treatment
between you investing $10,000 of pre-tax remuneration in [AG shares and IAG determining to

provide a component of your remuneration in the form of Bonus Equity Shares under the Plan.
The consequences for you may vary because of your particular circumstances.

It is important that you obtain independent advice as to whether it is appropriate for you to

express a preference for your STI to be provided in the form of Bonus Equity Shares.

The tax treatment and the comparative costs and benefits of participating in the Plan will

depend on your particular circumstances and, amongst other things, will depend on:

o the value of IAG shares

. the rate at which dividends are paid

o the extent to which dividends are franked.

o the length of the restriction period. The table assumes a restriction period of three
years.

. your marginal tax rate. The table assumes you are taxed at the highest marginal rate.

. whether you seek tax deferral. The table assumes you seek tax deferral.

. whether you hold your Bonus Equity Shares for 12 months after the restriction period

ends. If you hold your Bonus Equity Shares for 12 months or more after the end of the
restriction period the capital gains tax concession should be available to you upon the
subsequent sale of your Bonus Equity Shares on the difference between the tax market
value at the end of the restriction period and the disposal proceeds for the shares. The
table assumes that you dispose of your shares immediately at the end of a 3 year
restriction period for the then current tax market value.

that you remain an employee of IAG for the entire restriction period.
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Example

Initial Amount
Tax at 48.5% at time of payment
Investment in shares

Value of shares after 3 years assuming 10% pa
compound growth (proceeds on sale)

Tax at 48.5% on half of the capital gain arising
on sale of shares at end of year 3.

Under the capital gains tax concession, half of
the capital gain is assessable where the taxpayer
has held the asset being disposed of for at least
12 months.

Tax at 48.5% on value of shares

Under the employee share plan tax rules, if tax
assessment is deferred, the taxpayer will be
assessed on the value of the shares at the time
they become entitled to withdraw the shares
from the trust on the market value of the shares
at that time (without the benefit of the capital
gains tax concession).

Total cash dividend on shares for 3 years
(assuming fully franked dividend at 5%)

Top up tax on dividends (to 48.5%)

Net benefit after 3 years
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Pre-tax
remuneration
invested in IAG
shares

$10,000
($4.,850)
$5,150

$6,854

($413)

$0

$936

(8247)

$7,130

Bonus Equity
Shares for 3yrs
and tax deferral
sought

$10,000

$0

$10,000

$13,310

$0

(86,455)

$1,820

(3481)
$8,194



INSURANCE AUSTRALIA GROUP LIMITED
(ABN 60 090 739 923)

Bonus Equity Share Plan
Share Offer

(Re: IMA LTI ocutcome)

APPLICATION FORM

Title: Mr l:l Mrs |:| Miss I—__:] Ms D

Payroll No: [ |

Name:

(first name) (other name) (surname)

Residential Address:

Telephone No:

Please pay my dividends to the following account (if not completed, any dividends will be paid by
cheque).
Your Bank Account Details

BSB Account No.

Name in which accountisheld: ... e,

(Note. The account must be in the name of the registered shareholder. If a joint account, the
shareholder must be one of the account holders.)

Type of Account:
(eg passbook, cheque etc)

Name of Institution:

Branch (full address):




Offer

To: IAG Share Plan Nominee Pty Ltd (ABN 52 095 125 152), Trustee of the IAG Bonus Equity Share
Plan (“Plan”) and the Board of Insurance Australia Group Limited (“IAG”):

1

Where:

I offer to acquire the number of IAG Shares calculated in accordance with the
terms and conditions of the Bonus Equity Shares Terms dated February 2004
(“Terms”). The number of Shares I offer to acquire is to be determined in
accordance with the following formula:

B
A =
C
A = | the number of the Shares I offer to acquire (rounded to the nearest whole
number);
B " | the dollar value of % of my First Performance Bonus in respect of the
Performance Period, such value being $; and
C = | the weighted average trading price of a fully paid ordinary listed IAG

share in the one week period ending on the day before the allocation date

This Offer Form should be returned (date to be inserted)

I acknowledge that the Shares allocated to me consequent upon the acceptance of
this offer will be held by the Trustee of the IAG Bonus Share Plan in accordance
with the Terms.

For the purposes of term 2.1 of the Terms for the Plan, the restriction period is years.

I acknowledge that I will be liable for any costs associated with the transfer or
sale of any of my Shares by the Trustee after the end of the Restriction Period.

I authorise Insurance Australia Group Limited and IAG Share Plan Nominee Pty
Ltd jointly and severally to complete and execute any documents necessary to
effect the grant of Shares to me.

I acknowledge having received a copy of the Terms dated February 2004 and the
Plan Explanatory Booklet.

[ agree to be bound by the:
e Constitution of Insurance Australia Group Limited,
¢ JAG Share and Performance Award Rights Plan Trust (“Trust Deed”) and

e Terms dated February 2004; and

acknowledge that I am bound by the restrictions on dealing with shares issued or
received under the Plan, or which are to be treated as shares to which the Plan
applies, as set out in the Plan.

I declare all details and statements made on this form are complete and accurate
and acknowledge that these details and statements may be relied upon by IAG



and the Trustee of the Bonus Equity Share Plan in considering and processing this
application and making subsequent disclosures to ASX and ASIC and any other
relevant regulatory body.

9 [ agree that by returning this form, I apply for the number of Shares set out on this
form and make the agreements, acknowledgments, declarations and
authorisations set out above.
10 I understand that words and expressions with a particular meaning in the Terms
and Trust Deed have, unless the contrary intention appears, the same meaning in
this form.
11 In providing the personal information contained in this application to IAG, 1
acknowledge and agree that
a) IAG needs to collect, use and disclose this personal information in order
to consider, calculate and arrange for the Trustee of the Plan to acquire
and allocate on my account the Shares, any subsequent dividends and
voting rights and generally administer the Plan in accordance with the
Terms and to subsequently to fulfil IAG’s obligations of disclosure of the
details of any resulting relevant interest held by me to the ASX and ASIC
in accordance with the Corporations Act, the ASX Listing Rules and any
other relevant legislative and regulatory requirements;
| b) I can choose not to provide some or all of this personal information but

that this may result in my application for the Shares being rejected and
the Trustee of the Plan being unable to allocate the Shares and distribute
any dividend resulting from the Shares;

c) For the purposes outlined in (a), [AG can collect the personal information
from and disclose it to any related entity, particularly the Trustee of the
Plan, ASX, ASIC and any other regulatory or enforcement agency or an
agent of any of these in order to comply with its disclosure and other
obligations required by law or relevant regulation;

d) I can gain access to the personal information relating to me by contacting
IAG through Alex Christie, Senior Manager, Remuneration & Benefits.

Date: .,
SIgNatUre: ...o.ooviiiviiiii e ireaneass

Returnto: Remuneration & Benefits — Share Plans
Human Resources
Insurance Australia Group Limited
Lvl13
388 George Street
SYDNEY NSW 2000
Via fax on: 02 9292 9259
or by hand to Level 13, 388 George St. Svdney

NO LATER THAN: .Spm EST 3 September 2004
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This booklet has been written to provide you with information on the IAG Bonus
Equity Share Plan. In the event of any inconsistency between this booklet and the
Bonus Equity Shares Terms, the Bonus Equity Shares Terms will prevail.




The IAG Bonus Equity Share Plan

Purpose of the Plan

The IAG Bonus Equity Share Plan enables IAG to provide all or part of any IMA long-term
incentive (IMA LTI) to which you may become entitled in the form of ordinary IAG shares
held by the Trustee of the Plan.

Participation in the Plan will have tax consequences for you. These are summarised in a

general manner in the Australian Tax Guide later in this booklet.

Participation is Optional

You are not obliged to express a preference to be provided with Bonus Equity Shares or to
participate in the Plan. However, if you complete the Preference Form and are subsequently
invited to apply for Bonus Equity Shares and choose not to participate (by not returning
the Application Form), you will not receive an equivalent amount of your IMA LTI in

cash.

Preference Forms

Together with this booklet, you will have received a Preference Form in which you are invited
to indicate a preference in relation to your IMA LTI IAG may, but is not obliged to, provide

any part of your IMA LTI in accordance with your preference.
If you wish, you may express a preference for:

e the percentage of your IMA LTI that you wish to be provided with in the form of Bonus
Equity Shares under the Plan. This may be up to 100% of your IMA LTTI; and

o the ‘restriction period’ for your Bonus Equity Shares. This may be any whole year
between 1 year and 10 years. If you fail to express a preference for the restriction

period, you will be deemed to have selected a restriction period of 5 years.

If you wish to participate in the Plan, you will need to return your Preference Form to

Remuneration & Benefits no later than Spm EST on 31 May 2004,




Participation In The IAG Bonus Equity Share
Plan

4 Steps to Participate

Follow these steps to participate in the Plan:
1. Read the material contained in this booklet.

2. Seek independent advice from a licensed financial adviser if you are unsure whether to
participate in this Plan and be provided shares in IAG.

3. If you wish to participate, ensure that your completed and signed Preference Form is
received by Remuneration & Benefits by 5:00 pm EST on 31 May 2004. You cannot
receive Bonus Equity Shares under the Plan if your Preference Form is not received by
this time. Late Preference Forms cannot be processed.

4, Ensure that you complete and sign the Application Form, which you may receive in
August 2004, and that your completed form is returned by the time specified on that
Application Form.

One Performance Form covers both your Performance Bonuses

As your IMA LTI is comprised of a First and Second Performance Bonus, any preference you

express will apply to both Performance Bonuses.

You will still need to complete an Application Form

Invitations to apply for Bonus Equity Shares will not be made if the relevant performance

hurdles set out in the rules of the IMA LTI Plan are not achieved.

However, if these hurdles are met, Participating Employees who have returned a Preference

Form will be asked to complete an Application Form for Bonus Equity Shares.

If you completed the Preference Form and are subsequently invited to apply for Bonus Equity
Shares and you choose not to participate (by not returning the Application Form), you will not

receive an equivalent amount of your IMA LTI in cash.



Timetable for the Plan
It is presently expected that any issue of Bonus Equity Shares under the Plan would be:
o September 2004 for the First Performance Bonus; and

o November 2004 for the Second Performance Bonus.

Preference Forms and booklets 31 March 2004
distributed

Closing date for preferences 31 May 2004
First Test Date 1 July 2004
Result of First Test submitted to Late August 2004
IMA Board for approval

Distribution of Application Forms Late August 2004
for any First or Second Performance
Bonus to be provided in the form of

Bonus Equity Shares

Allocation of shares for First Late September 2004

Performance Bonus

Second Test Date 22 October 2004

Expected allocation of shares for Late November 2004

Second Performance Bonus

These dates may be varied by the Board in its discretion.




Calculation of Number of Bonus Equity Shares you receive

If IAG determines to provide a component of your IMA LTI in the form of Bonus Equity
Shares this amount will be set out on your Application Form. If you participate in the Plan, you
will be allocated Bonus Equity Shares. The number of Bonus Equity Shares you will be
allocated will depend upon the dollar value of your IMA LTI to be provided in Bonus Equity
Shares and the volume weighted average trading price of IAG shares in the one week period
ending on the day before the allocation date. You are not required to pay any additional amount

for these Bonus Equity Shares.

The number of Bonus Equity Shares you will be allocated is calculated as follows:

B
A = —
C
Where:
A = the number of the Bonus Equity Shares you will be allocated
B = the component of your IMA LTI to be provided in the form of Bonus Equity
Shares, represented as a number of dollars; and
C = the volume weighted average price of an ordinary IAG share in the one week

period ending on the day before the allocation date.

For example...

If the component of your IMA LTI for your Performance Bonus to be provided in the form of
Bonus Equity Shares was $45,000 and the volume weighted average trading price of ordinary
IAG shares in the one week period ending on the day before the allocation date was $4.50, you
would be allocated 10,000 Bonus Equity Shares The cash amount of your IMA LTI would be
reduced by the value provided in the form of Bonus Equity Shares:

$45,000
A =
$4.50
s A =10,000 Bonus Equity Shares



Confirmation that your Acceptance Form has been received

You will receive a holding statement confirming the number of Bonus Equity Shares which

have been allocated to you and which are being held by the Trustee on your behalf.

Your Bonus Equity Shares

The Trustee will hold the Bonus Equity Shares on your behalf until the end of the

restriction period. During this time you will not be able sell or otherwise deal with them.
At the end of the restriction period, you can choose to either sell or keep the shares.

All dividends paid on Bonus Equity Shares are yours from the time they are allocated to you
and will be distributed to you in accordance with the Bonus Equity Shares Terms. You also
have other rights that you can exercise, voting rights attached to the Bonus Equity Shares.

These are discussed in greater detail in question 8 later in this booklet.




Other things you should know

1 The Bonus Equity Share Plan

The Bonus Equity Shares allocated to Participating Employees under the Plan will be held on
their behalf by the Trustee of the Plan and are subject to a trust deed and the Bonus Equity

Shares Terms.

The Trustee will hold the legal title to the shares. However, Participating Employees will be
the beneficial owners, giving them rights to dividends and rights to exercise voting rights

attaching to the Bonus Equity Shares.

A copy of the Bonus Equity Shares Terms accompany this booklet. If there is any
inconsistency between them and this booklet, the Bonus Equity Shares Terms will prevail.
Further details relating to the Plan can also be found in the trust deed relating to the Plan. A

copy of the trust deed is available on request.

2 When can | sell my Bonus Equity Shares?

You cannot sell or otherwise deal with your Bonus Equity Shares until the end of the restriction

period.

Once the restriction period has ended you can either retain or sell your Bonus Equity Shares.
You will need to instruct the Trustee once you have decided what you would like to do. The
share plan manager, currently Computershare Plan Managers, will contact you at the end of the

restriction period regarding your instruction.

If you decide to retain the Bonus Equity Shares, you will be provided with the relevant form for
transferring them into your name. A transfer fee, which is charged by Computershare Plan

Managers, will apply.

If you decide to sell the Bonus Equity Shares, you will be provided with the relevant form.
They will then be sold on your behalf and you will be paid the proceeds of the sale (after
deduction of the third party costs of the sale).



If you do not give any instructions to the Trustee within two months of the end of your
restriction period, the Trustee will transfer the Bonus Equity Shares to you and you will be

liable to pay a transfer fee to the Share Plan manager, currently Computershare.

3 What is the restriction period?

The restriction period will end on the earlier of:

o the time at which you are no longer employed by any of the following:
. your employer at the date of allocation; or
. any member of the IAG Group.
o the date the Trustee notifies you that the Board of IAG has determined that an “Event”

has happened. An ‘Event’ is explained below in question 6.

o the end of the period determined by the Board of IAG at the time the Bonus Equity

Shares are allocated to you.

The restriction period will be at least 1 year and will not be longer than 10 years from the date
of allocation of i:he Bonus Equity Shares. Your Preference Form allows you to express a
preference for the restriction period to apply to your Bonus Equity Shares. IAG is not obliged
to accept your preference. The length of the restriction period may affect the time at which you

are assessed on the value of your Bonus Equity Shares for income tax purposes.

Please refer to the tax guide supplied with this booklet for details of the tax implications of the
restriction period ending.

4 Fees when Bonus Equity Shares are sold or transferred

If you sell your Bonus Equity Shares, whether by arranging for the Trustee to sell them on your
behalf, or otherwise, transaction costs (a sale fee and a brokerage fee) will apply. Fees will be

invoiced by the Share Plan manager, currently Computershare.

A fee will also apply if you choose to have the Bonus Equity Shares transferred to you.




5 Risks associated with Bonus Equity Shares

If you acquire Bonus Equity Shares under the Plan, you can benefit from any increase in the
IAG share price and from any dividends paid. But there is no guarantee that the Bonus Equity

Shares will grow in value - they could and may well decline. There is no guaranteed return.

If you have any queries about participating in the Plan, you should consult a financial adviser.

6 What is an “Event”?
An Event occurs when:

. a takeover bid is made to the holders of issued ordinary fully paid shares in IAG (other

than as a result of an allotment or transfer approved by the Board);

. a statement is lodged with the ASX to the effect that a person has become entitled to not
less than 15% of the total number of votes attaching to voting shares in IAG (other than

as a result of an allotment or transfer approved by the Board);

o pursuant to an application made to the Court, the Court convenes a meeting to be held in
relation to a proposed compromise or arrangement for the purpose of or in connection

with a scheme for the reconstruction of IAG or its amalgamation with any other

companies;
o [AG passes a resolution for voluntary winding up; or
. an order is made for the compulsory winding up of IAG.
7 Insider trading considerations

In accordance with IAG’s insider trading policy, you should not buy or sell IAG shares if you
have access to information that is not generally available and, if it were generally available,

would reasonably be expected to have a material effect on IAG’s share price.

You should discuss your position with Head of Group Compliance if you believe you have

price-sensitive information at the time you wish to sell any shares in IAG.

8 Voting rights

While the Trustee holds the Bonus Equity Shares for you, the Trustee will provide you with all

notices of general meetings in respect of these shares.
10



You can instruct the Trustee to cast votes in relation to the Bonus Equity Shares it holds on
your behalf at any meeting of shareholders. If you do not instruct the Trustee how to vote in
relation to your Bonus Equity Shares, the Trustee may exercise the voting rights as it sees fit.

This includes the Trustee abstaining from voting.

9 Share price information

Once the Bonus Equity Shares are allocated by the Trustee on your behalf, you will be provided
with a holding statement that outlines the market price and the number of Bonus Equity Shares

you have received by participating in the Plan.

Most major newspapers in Australia contain a list of daily share prices in the business section.
The Australian Stock Exchange code for IAG is IAG. The current IAG share price is available
from the InsideIAG homepage.

10 Tax considerations

The Australian tax guide included in this booklet provides information about Australian tax and
Bonus Equity Shares. You are encouraged to seek your own tax advice. New Zealand
employees, and other employees who are not residents of Australia for tax purposes, should

seek their own tax advice.

"




Key Terms

Board
This refers to the Board of Directors of Insurance Australia Group Limited (ABN 60 090 739
923) or its authorised delegates.

Bonus Equity Shares Terms

The terms approved by the Board for the Bonus Equity Shares to be issued under the Plan.

Group

This means Insurance Australia Group Limited and its subsidiary companies.

IAG
This refers to Insurance Australia Group Limited (ABN 60 090 739 923) or any of its related

bodies corporate.

IMA LTI
The Insurance Manufacturers of Australia Pty Limited Long Term Incentive Plan as governed

by the Long Term Incentive Plan Rules.

Participating Employee

An employee who is participating in the Plan.

Plan
In this explanatory booklet, the taxation summary and preference forms, this refers to the IAG

Bonus Equity Share Plan.

Trustee
A trustee is a person or company that holds the assets of a trust on behalf of other people. a
trustee is given powers, within legal obligations, to administer the trust. for the bonus equity

share plan, the trustee is IAG share plan nominee Pty Ltd (ABN 52 095 125 152).

12



Frequently Asked Questions

Why do | have to fill in an Application Form if | return my Preference Form?

Your Preference Form indicates to [AG the form in which you would prefer to receive any IMA
LTI (whether it is the First Performance Bonus or the Second Performance Bonus) to which
you might become entitled. IAG will make an invitation for you to complete an Application
Form. Your completed Application Form authorises the Trustee to acquire Bonus Equity Shares
on your behalf. It also evidences that you agree to the terms and conditions of the Plan, as
described in this booklet, and agree to be bound by the constitution of IAG. You will be
required to complete an Application Form for each Performance Bonus that is to be provided to

you in the form of Bonus Equity Shares.

When do | get paid dividends on the Bonus Equity Shares?

IAG generally pays dividends twice a year. However, the payment of dividends depends on a
number of things, including IAG’s profitability, its cash requirements and dividend policy.
Your Shares will be eligible for dividends from the time they are allocated to you. No

assurance can be given as to the timing and amount of dividends to be paid by IAG.

How do | receive my dividends?

The amount of any dividend will be directly credited to the bank account you nominate on your
Application Form or provided to you by cheque if you do not wish to receive them by way of
direct credit. Employees who do not provide their tax file number may have tax deducted from

their dividends.

Are the dividends fully franked?

Historically, the Board has franked dividends to the maximum extent possible. However, the
level of franking may vary and will depend on a number of factors, including IAG’s earings,
the amount of tax paid by IAG and the relevant tax legislation. No assurance can be provided

as to the level of franking of any dividends.
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What about rights issues?

Y ou will receive notice of any rights issues and may, within seven days of receiving the notice,
instruct the Trustee to either acquire or sell the rights on your behalf. You will be required to
pay for any rights you acquire in relation to the Bonus Equity Shares you acquire.

What about bonus issues?

You will be entitled to any bonus shares issued in respect of your Bonus Equity Shares, but they

will be held in trust on your behalf on the same basis as the Bonus Equity Shares you receive.

Will the value of the Bonus Equity Shares acquired under this Plan appear on my
Payment Summary?

No, the value of the Bonus Equity Shares will not appear as part of your gross income on your
Payment Summary for the income year ending 30 June 2004 or 30 June 2005. It is also not a
reportable Fringe Benefit. A

You will be responsible for reporting and paying the tax referable to your participation in the
Plan.

What if | lose my Preference Form or my Application Form?

If you lose your Preference or Application form, you should contact Remuneration & Benefits

for a replacement.

What happens if | need to change my name, address or banking details?

You should forward your change of address and banking instructions in writing to
Computershare Plan Managers if you need to change your details. Changes to names must be

supported by copies of documentation (e.g. marriage certificate).

Who should | contact if | have a question?

If you have a question in relation to this offer or the Plan, please contact a Remuneration &

Benefits team member.



Australian Tax Guide

The following guide is intended only as a summary of the Australian taxation considerations of
participating in the IAG Bonus Equity Share Plan (“Bonus Equity Share Plan”). Neither IAG
nor the Trustee of the Bonus Equity Share Plan accepts responsibility for reliance on this
summary by any person.

The tax consequences of participating in the Bonus Equity Share Plan and being provided with
Bonus Equity Shares in IAG in the income year ended 30 June 2005 may vary depending on

your particular circumstances.

The taxation consequences will be different if you are not an Australian resident for tax

purposes.

The information in this document is important and you should read it carefully before preparing
your tax return. We also recommend that you provide a copy of this document to your tax

agent or the person who prepares your tax return.

This summary does not deal with the tax consequences for those employees who have
participated in employee share or option schemes with other employers in the year ended 30
June 2005. It is important you consult your tax adviser if you have participated in any

employee share or option schemes with other employers in the year ended 30 June 2005.

Tax Deferral and Election Information

Your Taxation Options

Under Australia’s tax laws, you can choose to be assessed on the full market value of your
Bonus Equity Shares when they are allocated to you (by making an election) or you can defer
tax until a later date. The amount on which you are assessed at this later time may be different
to the amount that you would have been assessed on if you had elected to be assessed at the
time the Bonus Equity Shares were allocated to you. The capital gains tax consequences of
participating in the Plan may differ depending on whether or not you make an election in

relation to your Bonus Equity Shares.

Any election you make for the relevant year of income may apply to other shares and
rights you acquire under employee share or option schemes in that tax year of income
either with IAG or with another employer. That is, for example, any election you make in
relation to your participation in the Bonus Equity Share Plan may apply to your

15



participation in other employee share or rights plans in that year of income. Equally, any
election you make in relation to another employee share or rights plans in the relevant
year of income may apply to your participation in the Bonus Equity Share Plan.

As a result, it is important that, in deciding whether to make an election in relation to
your Bonus Equity Shares, you take into account any other shares or rights you may
acquire or have acquired in the relevant tax year of income and your preferred tax
treatment for those other shares or rights.

It is particularly important that you seek professional tax advice in deciding whether to make
the election, and that the advice you seek takes account of different shares and rights you may
have been granted in the same year under employee share plans as well as the different views as

to the availability of the capital gains tax concession when you make the election.

How do you make an election (Tax Upfront)?

If you want to make an election to be taxed at the time of the allocation of your Bonus Equity
Shares, the election must be made in writing and be made before the date you lodge your 2005

income tax return.

Computershare Plan Managers will provide you with a sample election form on request to assist

you to prepare your tax retumn.

You do not need to lodge the election with your income tax return but you should keep the

election with your taxation records.

How do you select Tax Deferral?

To select Tax Deferral, you need not do anything. Unless you make an election, you will

automatically be taken to have selected Tax Deferral.
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Tax Consequences — Tax Deferral

Income tax payable

If you do not make an election, the allocation of the Bonus Equity Shares to you will not be a
taxable event. Instead, you will be assessed at the time referred to as the ‘Cessation Time’. The

‘Cessation Time’ is the earliest of:

(a) the end of the Restriction period determined by the Board at the time of your invitation

to apply for Bonus Equity Shares;
(b)  the time when you are no longer employed by any of:

(1) the company which was your employer at the time you acquired the shares under

the Bonus Equity Share Plan; or
(i)  any other company in the IAG group; and

(© the Board of IAG determining that an ‘Event’ has happened as defined in the Plan.

The market value of your shares at the Cessation Time?

In the year of income in which the Cessation Time occurs, you should be assessed on the ‘tax
market value’ of the Bonus Equity Shares at the Cessation Time (except where the 30-Day Rule

applies - see below).

Broadly, the ‘tax market value’ of 1 share is calculated as the volume weighted average of the
prices at which shares in IAG were traded on the Australian Stock Exchange during the one

week period up to and including the day on which the Cessation Time occurs.

Deferral Option - Capital Gains Tax

The 30-Day Rule

Generally, if you dispose of your shares within 30 days (‘30-Day Rule’) after the Cessation
Time the amount on which you are assessed will differ from the market value of your shares at
the Cessation Time. For shares acquired under the Bonus Equity Share Plan the assessable
amount will be the whole amount of your sale proceeds. Capital gains tax rules do not apply to

the disposal of Bonus Equity Shares under the *30-Day Rule’.
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Capital Gains Tax

Under the capital gains tax provisions, if you do not dispose of the shares within 30 days after
the Cessation Time you may be assessed for capital gains tax for the year in which you dispose
of your shares. In simple terms, the capital gain is calculated on the basis of the excess of the

proceeds from the disposal of the shares over the ‘cost base’ of the shares.

The cost base of your shares for capital gains tax purposes will be equal to the ‘tax market
value’ of your shares at the Cessation Time. Any costs you may have incurred relating to the

acquisition and disposal of your shares may be added to your cost base.

Your disposal proceeds may also be less than the cost base. In this case, again in simple terms,
the difference will be the amount of your capital loss. A capital loss may be offset against any
capital gains you may have derived in that year or a later year. However, you cannot claim a

tax deduction for capital losses against other assessable income.

Capital Gains Tax concession

If you dispose of your shares 12 months or more after you acquire them for tax purposes, you
will generally be entitled to a capital gains tax concession. This means that only half of the
capital gain on the disposal of your shares will be included in your assessable income for the

year in which you dispose of your shares.

If you did not make an election in relation to your Bonus Equity Plan Shares (that is, you
deferred tax) then it appears that you will be taken generally to have acquired your Bonus
Equity Shares for capital gains tax purposes at your Cessation Time. This means that you will
not be entitled to the capital gains tax concession if you dispose of your Bonus Equity Shares

within 12 months of the Cessation Time.
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Taxation consequences of acquiring shares — Tax Upfront Option

If you make an election to be taxed ‘upfront’ on the allocation of the Bonus Equity Shares to

you, the allocation of the shares to you will be a taxable event.

Accordingly, in the year in which the Bonus Equity Shares are allocated to you, you should be
taxed on the ‘tax market value’ of the Bonus Equity Shares when they are allocated to you by
the Trustee. The ‘tax market value’ is the weighted average price at which IAG shares were

trading in the one week period up to and including the day of allocation.

Tax Upfront Option — Capital Gains Tax consequences

Under the capital gains tax provisions, you may be assessed for capital gains tax for the tax year
in which you dispose of your shares acquired under the Bonus Equity Share Plan if you realise

a capital gain on disposal.

The amount of the capital gain will depend on:
— when you are treated as ‘acquiring’ the shares for capital gains tax purposes; and
— the ‘cost base’ for the shares.

The capital gain is calculated, generally speaking, as the excess of the proceeds from the
disposal of the shares over the ‘cost base’ of the shares. If you make an election the cost base
of your shares will be the ‘tax market value’ of the shares at the time you acquire them being

the time the Plan Trustee allocates the shares to you.

The tax market value of a share on the day you acquire it is the volume weighted average of the
prices at which shares in IAG were traded on the Australian Stock Exchange during the one

week pertod up to and including that day.

If you incur any costs associated with the acquisition and disposal of your shares these may be

added to your cost base. What is meant by ‘cost base’ is explained below.

If you dispose of your shares 12 months or more after you ‘acquire’ them you will generally be
entitled to a capital gains tax concession. The time when you ‘acquire’ your shares is explained
below. Under the capital gains tax concession only half of the capital gain you make on the
disposal of your shares will be included in your assessable income in the year in which you

dispose of your shares.




If your disposal proceeds are less than the cost base, in simple terms, the difference will be the
amount of your capital loss. A capital loss may be offset against any capital gains you may

have derived in that year or a later year.

Dividends on shares

Dividend payments are taxed the same way whether you select to be taxed up front or are
treated as having selected the Deferral Option. Every dividend payment will be
considered assessable income for income tax purposes in the year that the dividend is

paid.

Franked Dividends

If any dividends paid to you are franked, they have franking credits attached. In this case, you
will need to include in your assessable income the amount of any franking credits in addition to

the cash dividend received.

Generally, your tax rebate will be equal to the amount of franking credits included in your

assessable income.

If your franking credits in a year of income exceed the amount of tax (excluding the Medicare
levy) you are assessed as having to pay in the year of income, the excess rebate will be

refunded to you. Franking credits cannot be applied against the Medicare levy.

Tax File Number

There is no obligation to provide your tax file number to IAG. However, if you do not provide

your tax file number, IAG may be required to deduct tax prior to giving you certain dividend
payments.
If you do not supply your tax file number, tax will be deducted from any payment of a dividend

which is not fully franked. If tax is deducted from the dividend, your tax assessment may be

adjusted to take into account the amount deducted.

Y ou may provide your tax file number directly to Computershare Plan Managers. You may

already have provided your tax file number in respect to your participation in other IAG share

plans.
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Comparative Tax Treatment

The following table sets out an illustrative example of the possible comparative tax treatment
between you investing $10,000 of pre-tax remuneration in IAG shares and IAG determining to

provide a component of your remuneration in the form of Bonus Equity Shares under the Plan.
The consequences for you may vary because of your particular circumstances.

It is important that you obtain independent advice as to whether it is appropriate for you to

express a preference for your IMA LTI to be provided in the form of Bonus Equity Shares.

The tax treatment and the comparative costs and benefits of participating in the Plan will

depend on your particular circumstances and, amongst other things, will depend on:

. the value of IAG shares

. the rate at which dividends are paid

. the extent to which dividends are franked.

. the length of the restriction period. The table assumes a restriction period of three
years.

. your marginal tax rate. The table assumes you are taxed at the highest marginal rate.

. whether you seek tax deferral. The table assumes you seek tax deferral.

. whether you hold your Bonus Equity Shares for 12 months after the restriction period

ends. If you hold your Bonus Equity Shares for 12 months or more after the end of the
restriction period the capital gains tax concession should be available to you upon the
subsequent sale of your Bonus Equity Shares on the difference between the tax market
value at the end of the restriction period and the disposal proceeds for the shares. The
table assumes that you dispose of your shares immediately at the end of a 3 year
restriction period for the then current tax market value. '

that you remain an employee of IAG for the entire restriction period.
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Example

Initial Amount
Tax at 48.5% at time of payment
Investment in shares

Value of shares after 3 years assuming 10% pa
compound growth (proceeds on sale)

Tax at 48.5% on half of the capital gain arising
on sale of shares at end of year 3.

Under the capital gains tax concession, half of
the capital gain is assessable where the taxpayer
has held the asset being disposed of for at least
12 months.

Tax at 48.5% on value of shares

Under the employee share plan tax rules, if tax
assessment is deferred, the taxpayer will be
assessed on the value of the shares at the time
they become entitled to withdraw the shares
from the trust on the market value of the shares
at that time (without the benefit of the capital
gains tax concession).

Total cash dividend on shares for 3 years
(assuming fully franked dividend at 5%)

Top up tax on dividends (to 48.5%)

Net benefit after 3 years

22

Pre-tax
remuneration
invested in IAG
shares

$10,000
(84,850)
$5,150

$6,854

(8413)

$0

$936

(5247)

$7,130

Bonus Equity
Shares for 3yrs
and tax deferral
sought

$10,000
$0
$10,000

$13,310

$0

(86,455)

$1,820

(5481)
$8,194




Rule 2.7, 3.10.3, 3.104, 3.10.5

Appendix 3B

New issue announcement,
application for quotation of additional securities
and agreement

Information or documents not available now must be given to ASX as soon as available. Information and documents
given to ASX become ASX'’s property and may be made public.

Introduced 1/7/96. Origin: Appendix 5. Amended 1/7/98, 1/9/99, 1/7/2000, 30/9/2001, 11/3/2002.

Name of entity
INSURANCE AUSTRALIA GROUP LIMITED

ABN
60 090 739 923

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections (attach sheets if there is not enough space).

1 *Class of *securities issued or to be Fully paid ordinary shares
issued :

2 Number of *securities issued or to be 15,000
issued (if known) or maximum number
which may be issued

3 Principal terms of the *securities (eg, if | On the same terms as existing Ordinary
options, exercise price and expiry date; | Shares listed on ASX.
if partly paid *securities, the amount
outstanding and due dates for payment;
if *convertible securities, the conversion
price and dates for conversion)

* See chapter 19 for defined terms.
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4 Do the *securities rank equally in all Yes
respects from the date of allotment with
an existing *class of quoted *securities?

If the additional securities do not rank

equally, please state:

¢ the date from which they do

o the extent to which they participate
for the next dividend, (in the case of
a trust, distribution) or interest
payment

o the extent to which they do not rank
equally, other than in relation to the
next dividend, distribution or interest

payment
5 Issue price or consideration An exercise price of $1 has been paid by the
holder upon the exercise of the Performance
Share Rights irrespective of the number
rights exercised by that holder, ie $1 in total.
6  Purpose of the issue Shares were issued on exercise of employee
(W issued as consideration for the Performance Share Rights
acquisition of assets, clearly identify
those assets)
7 Dates of entering *securities into 2 September 2004
uncertificated holdings or despatch of
certificates
Number *Class
8 Number and *class of all *securities 1,592,493,553 Ordinary Shares

quoted on ASX (including the

securities in clause 2 if applicable) 3.500.000 Reset Preference

‘ Shares (IAGPA)
2,000,000 Reset Preference
Shares (IAGPB)

* See chapter 19 for defined terms.
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10

Number +Class

Number and *class of ali *securities
not quoted on ASX (including the
securities in clause 2 if applicable)

2,694,419 Options over
unissued shares

Dividend policy (in the case of a trust,
distribution policy) on the increased
capital (interests)

The Ordinary Shares will, from the date of
allotment, carry the right to participate in
dividends

Part 2 - Bonus issue or pro rata issue

"

12

13

14

15

16

17

18

19

Is security holder approval required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will be
offered

*Class of *securities to which the offer
relates

+Record date to determine entitlements

Will holdings on different registers (or
subregisters) be aggregated for
calculating entitlements?

Policy for deciding enittements in
relation to fractions

Names of countries in which the entity
has *security holders who will not be
sent new issue documents

Note: Security holders must be told how
their entitlements are to be dealt with.

Cross reference: rule 7.7.

Closing date for receipt of acceptances
or renunciations

* See chapter 19 for defined terms.

310804appendix 3b.doc
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20

21

22

23

24

25

26

27

28

29

30

31

Names of any underwriters

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee payable to
brokers who lodge acceptances or
renunciations on behalf of *security
holders

If the issue is contingent on *security
holders’ approval, the date of the
meeting

Date entittement and acceptance form
and prospectus or Product Disclosure
Statement will be sent to persons
entitled

If the entity has issued options, and the
terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)

Date rights trading will end (if
applicable)

How do *security holders sell their

entitlements in full through a broker?

How do *security holders sell part of
their entitements through a broker and
accept for the balance?

* See chapter 19 for defined terms.

310804appendix 3b.doc
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32 How do *security holders dispose of
their entittements (except by sale
through a broker)?

33 *Despatch date

Part 3 - Quotation of securities

You need only complete this section if you are applying for quotation of securities

34 Type of securities

(tick one)
(a) v Securities described in Part 1
(b) All other securities

Example: restricted securities at the end of the escrowed period, partly paid securities that become fully
paid, employee incentive share securities when restriction ends, securities issued on expiry or conversion of
convertible securities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities
(If the additional securities do not form a new class, go to 43)

Tick to indicate you are providing the information or documents

35 If the *securities are *equity securities, the names of the 20 largest holders of the additional
*securities, and the number and percentage of additional *securities held by those holders

36 If the *securities are *equity securities, a distribution schedule of the additional *securities setting
out the number of holders in the categories

1-1,000

1,001 - 5,000

5,001 - 10,000

10,001 - 100,000

100,001 and over

37 A copy of any trust deed for the additional *securities

(now go to 43)

* See chapter 19 for defined terms.
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Entities that have ticked box 34(b)

38
39

40

41

42

Number of securities for which
*+quotation is sought

Class of *securities for which quotation
is sought

Do the *securities rank equally in all
respects from the date of allotment with
an existing *class of quoted *securities?

If the additional securities do not rank

equally, please state:

o the date from which they do

o the extent to which they participate
for the next dividend, {in the case of
a trust, distribution) or interest
payment

¢ the extent to which they do not rank
equally, other than in relation to the
next dividend, distribution or interest
payment

Reason for request for quotation now

Example: In the case of restricted securities,

end of restriction period

(if issued upon conversion of another
security, clearly identify that other
security)

Number and *class of all *securities
quoted on ASX (including the securities
in clause 38)

(now go to 43)

Number

+Class

*+ See chapter 19 for defined terms.

310804appendix 3b.doc
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All entities

Fees

43 Payment method (tick one)

v~ Cheque

Electronic payment made

Note: Payment may be made electronically if Appendix 3B is given to ASX electronically at the same time.

Periodic payment as agreed with the home branch has been arranged

Note: Arrangements can be made for employee incentive schemes that involve frequent issues of securities.

Quotation agreement

1 *Quotation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

J The issue of the *securities to be quoted complies with the law and is not for
an illegal purpose.

. There is no reason why those *securities should not be granted *quotation.

. An offer of the "securities for sale within 12 months after their issue will not

require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Note: An entity may need to obtain appropriate warranties from subscribers for the securities in order to be able
to give this warranty

. Section 724 or section 1016E of the Corporations Act does not apply ‘to any
applications received by us in relation to any *securities to be quoted and that no-
one has any right to return any *securities to be quoted under sections 737, 738 or
1016F of the Corporations Act at the time that we request that the *securities be
quoted. :

. If we are a trust, we warrant that no person has the right to return the
*securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted.

* See chapter 19 for defined terms.
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3 We will indemnify ASX to the fullest extent permitted by law in respect of any claim,
action or expense arising from or connected with any breach of the warranties in this
agreement.

4 We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation of
the *securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

L trnnd
Date: 31 August 2004

Company Secretary

Sign here:

Print name: Glenn Revell

I
il
it
]
It
Il
I
|

* See chapter 19 for defined terms.
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Rule 2.7, 3.10.3, 3.10.4, 3.10.5

Appendix 3B

New issue announcement,
application for quotation of additional securities
and agreement

Information or documents not available now must be given to ASX as soon as available. Information and documents
given to ASX become ASX's property and may be made public.

Introduced 1/7/96. Origin: Appendix 5. Amended 1/7/98, 1/9/99, 1/7/2000, 30/9/2001, 11/3/2002.

Name of entity

INSURANCE AUSTRALIA GROUP LIMITED

ABN
60 090 739 923

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections (attach sheets if there is not enough space).

1 *Class of *securities issued or to be Fully paid ordinary shares
issued

2 Number of *securities issued or {o be 610,140
issued (if known) or maximum number
which may be issued

3 Principal terms of the *securities (eg, if | On the same terms as existing Ordinary
options, exercise price and expiry date; | Shares listed on ASX.
if partly paid *securities, the amount
outstanding and due dates for payment;
if *convertible securities, the conversion
price and dates for conversion)

* See chapter 19 for defined terms.
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4 Do the *securities rank equally in all
respects from the date of allotment with
an existing *class of quoted *securities?

Iif the additional securities do not rank

equally, please state:

¢ the date from which they do

o the extent to which they participate
for the next dividend, (in the case of
a trust, distribution) or interest
payment

¢ the extent to which they do not rank
equally, other than in relation to the
next dividend, distribution or interest
payment

5  lIssue price or consideration

6  Purpose of the issue
(If issued as consideration for the
acquisition of assets, clearly identify

those assets)

7 Dates of entering *securities into
uncertificated holdings or despatch of
certificates

8 Number and *class of all *securities

quoted an ASX (including the
securities in clause 2 if applicable)

Yes

An exercise price of $1 has been paid by
each holder upon the exercise of the
Performance Share Rights irrespective of the
number rights exercised by that holder, ie

$22 in total.

Shares were issued on exercise of employee
Performance Share Rights

31 August 2004

Number *Class
1,592,478,553 Ordinary Shares
3,500,000 Reset Preference
Shares (IAGPA)
2,000,000 Reset Preference
Shares (IAGPB)

* See chapter 19 for defined terms.
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 Part 2 - Bonus issue or pro rata issue

1"

12

13

14

15

16

17

18

19

Number

+Class

Number and *class of all *securities
not quoted on ASX (including the
securities in clause 2 if applicable)

2,709,419

Options over
unissued shares

Dividend policy {in the case of a trust,
distribution policy) on the increased
capital (interests)

The Ordinary Shares will, from the date of
allotment, carry the right to participate in

dividends

Is security holder approval required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will be
offered

*Class of *securities to which the offer
relates

*Record date fo determine entitlements

Will holdings on different registers (or
subregisters) be aggregated for
calculating entitlements?

Policy for deciding entitlements in
relation to fractions

Names of countries in which the entity
has *security holders who will not be
sent new issue documents

Note: Security holders must be told how
their entitlements are to be dealt with.

Cross reference: rule 7.7.

Closing date for receipt of acceptances
or renunciations

* See chapter 19 for defined terms.
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20

21

22

23

24

25

26

27

28

29

30

31

Names of any underwriters

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee payable to
brokers who lodge acceptances or
renunciations on behalf of *security
holders

if the issue is contingent on *security
holders’ approval, the date of the
meeting

Date entittement and acceptance form
and prospectus or Product Disclosure
Statement will be sent to persons
entitled

if the entity has issued options, and the
terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
hoiders

Date rights trading will begin (if
applicable)

Date rights trading will end (if
applicable)

How do *security holders sell their
entitlements in fufl through a broker?

How do *security holders sell part of
their entitlements through a broker and
accept for the balance?

* See chapter 19 for defined terms.
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32

33

How do *security holders dispose of
their entitlements (except by sale
through a broker)?

*Despatch date

Part 3 - Quotation of securities

You need only complete this section if you are applying for quotation of securities

Kz

(@)

Type of securities
(tick one)

v Securities described in Part 1

All other securities

Example: restricted securities at the end of the escrowed period, partly paid securities that become fully
paid, employee incentive share securities when restriction ends, securities issued on expiry or conversion of
convertible securities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities
(If the additional securities do not form a new class, go to 43)

Tick to indicate you are providing the information or documents

If the *securities are *equity securities, the names of the 20 largest holders of the additional

35
*+securities, and the number and percentage of additional *securities held by those holders
36 If the *securities are *equity securities, a distribution schedule of the additional *securities setting
out the number of holders in the categories
1-1,000
1,001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 and over
37 A copy of any trust deed for the additional *securities
(now go to 43)
TO BE PROVIDED.

* See chapter 19 for defined terms.
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Entities that have ticked box 34(b)

38 Number of securities for which
fquotation is sought

39 Class of Tsecurities for which quotation
is sought

40 Do the *securities rank equally in all
respects from the date of allotment with
an existing *class of quoted *securities?

If the additional securities do not rank

equally, please state:

¢ the date from which they do

¢ the extent to which they participate
for the next dividend, (in the case of
a trust, distribution) or inferest
payment

o the extent to which they do not rank
equally, other than in relation to the
next dividend, distribution or interest
payment

41 Reason for reqUest for quotation now

Example: In the case of restricted securities,
end of restriction period

(if issued upon conversion of another
security, clearly identify that other
security)

Number +Class

42 Number and *class of all *securities
quoted on ASX (including the securities
in clause 38)

(now go to 43)

* See chapter 19 for defined terms.
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All entities
Fees

43 Payment method (tick one)

v Cheque

Electronic payment made

Note: Payment may be made electronically if Appendix 3B is given to ASX electronically at the same time.

Periodic payment as agreed with the home branch has been arranged

Note: Arrangements can be made for employee incentive schemes that involve frequent issues of securities.

Quotation agreement

1 *Quotation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

. The issue of the *securities to be quoted complies with the law and is not for
an illegal purpose.

. There is no reason why those *securities should not be granted *quotation.

. An offer of the "securities for sale within 12 months after their issue will not
require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Note: An entity may need to obtain appropriate warranties from subscribers for the securities in order to be able
to give this warranty

o Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and that no-
one has any right to return any *securities to be quoted under sections 737, 738 or
1016F of the Corporations Act at the time that we request that the *securities be
quoted.

. If we are a trust, we warrant that no person has the right to return the
*securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted.

* See chapter 19 for defined terms.
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3 We will indemnify ASX to the fullest extent permitted by law in respect of any claim,
action or expense arising from or connected with any breach of the warranties in this
agreement.

4 We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation of
the *securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

Y
- ¢ Date: 27 August 2004

Company Secretary

Sign here:

Print name: Glenn Revell

* See chapter 19 for defined terms.

270804appendix 3b.doc Appendix 3B Page 8




26 August 2004

Resolution of the Delegates of
Insurance Australia Group Limited

ISSUE OF INSURANCE AUSTRALIA GROUP LIMITED SHARES /

On 24 February 2004, the Board of Insurance Australia Group Limited (IAG)
delegated to any two of a number of specified senior executives of IAG the /
authority to approve the issue and allotment of shares in IAG (IAG Shares) to /
the Holders of Performance Share Rights (Series 1) (PSRs) who exercise
their PSRs in accordance with the terms of what is now called the Insurance

Australia Group Limited Performance Share Rights Plan.

On 26 August 2004, the Company Secretary of IAG received, from the agent
appointed by the Holders of the PSRs, notices of exercise (together with the
exercise price) for the number of PSRs next to each Holder's name set out in.
Schedule 1.

Human Resources have reviewed the documentation received from the
Holders and confirmed that each of the Holders set out in Schedule 1 has:

. Correctly completed the notice of exercise of the PSRs (which includes
- an application for IAG Shares);

o Enclosed the exercise price for their PSRs; and

. Was not prohibited from exercising those PSRs (whether due to
termination of employment or expiration of the Exercise Period).

~

N

After reviewing the above mentioned documentation, in accordance with the
authority delegated to us by the Board of IAG, we approve the issue and
allotment of the IAG Shares set out opposite each Holders name in Schedule
1 with immediate effect.

pIno ¢ L oo

jN) o 4 _
Sam Mostyn g Glenn Revell

Group Executive Culture & Reputation Company Secretary

MMF0217.doc



: SCHEDULE 1
List of Holders exercising PSRs and number of IAG Shares to be issued

"Phil Burgess 40,000 40,000 0
Vincent Cheng 10,000 10,000 0
Linda Edminson 7,500 7,500 0
Corinne Glasby ' 30,000 30,000 0
Philip Haeney 100,000 100,000 0
Richard Harding : 30,000 30,000 0
George Karagiannakis 30,000 30,000 0
Rhett Kessler 50,000 50,000 0
Mary Lalor 5,000 5,000 0
Elaino Loo 10,000 10,000 0
Jacob Mamutil 20,000 20,000 0
James Meighan 44,000 44,000 0
John Michie 10,000 10,000 0
Uday Mitra : - 30,000 30,000 0
Leon Narunsky 20,000 20,000 5,000
David Piper : 30,000 30,000 ' 0
Patricia Rechichi-Gangemi 5,000 5,000 0
David Russell 10,000 10,000 0
Simon Rutherfurd 40,000 40,000 0
lan Stone 40,000 40,000 0
Peter Symmonds 20,000 20,000 0
Mario Pirone 28,640 28,640 0

Nirey
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. Form 484
BREcr) VED Corporations Act 2001

Change to company details;y, ., |, o
Sections A,BorC may be lodged independently w1th this sngned cover page to notlfy ASIC of:

A1 Change of address B1 Cease company ‘officeholder - C1 Cancellation of shares
A2 Change of name - officeholders or members B2 Appoint company officeholder C2 lIssue of shares
A3 Change - ultimate holding company B3 Special purpose company C3 Changes to share structure
C4 Changes to the register of
members
Company details Company name
[INSURANCE AUSTRALIA GROUP LIMITED
ACN/ABN Corporate Key
[090 739 923 » | [35924680 |
Lodgement Details Who should ASIC contact if there is a query about this form ?
Name

IINSURANCE AUSTRALIA GROUP LIMITED

ASIC registered agent number (if applicable)
(21781 |

Telephone Number

I - |

Address

I ‘ |
I |
| ]

Signature
This form must be signed by a current officeholder of the company

| certify that the information in this cover sheet and the attached sections of this
form is true and complete.

Name
[REVELL, GLENN DEREK i
Capacity

[:I Director
Company sécretary
Signature

Date signed
[19/11/2004 |

Lodgement Send completed and signed forms to:
: ' Australian Securities and Investments Commission
Locked Bag 4000, Gippsland Mail Centre, VIC, 3841

ASIC Form 484 Reference: Trace: 957 Section A Page 1



New address

A PO Box is only allowed for a
member address.

Date of change

For members’ address changes, use the
date of change to the members' register.

Apply address to

You can apply the new address to one
or more of the following — registered
office, principal place of business, etc.

Registered office address

A change to the registered office

address takes effect either 7 days

after lodgement of the notice or a
. ‘ater date specified in the notice.

"Member's address

If there are more than 20 members
in a share class, only address
changes for the top 20 need be
notified.

Address

[UNIT 21, THE WHARF TERRACE

S

{10 LINCOLN CRESCENT

[WOOLLOOMOOLOO, NSW, 2011

Date
[09/11/2004 |

D Registered office address

If registered office changed, does the company occupy the premises?

|:] yes
I:l no

if no, name of occupier

Occupier's consent

The occupier of the premises has consented in'writing to the
use of the specified address as the address of the registered

office of the company and has not withdrawn that consent

D Principal place of business

Company officeholder’s residential address

Family name

Given names

[STRONG

[|JAMES ALEXANDER

Date of Birth

[31/07/1944

Place of birth

[LISMORE, NSW

Family name

Given names

Date of Birth

Place of birth

[:I Member's address
Family name

Given names

Family name

Given names

l

When a member is a company, nhot a person
Company name (only if a member)

ACN/ARBN/ABN

Country of Incorporation (if not Australia)

| |

l

ASIC Form 484 Reference:

Trace: 957

Section A Page 2



AppIy change of name to

Personal name change

Eg change by deed poll or marriage. To
register a new officeholder go to B1.

Date of change

ganisation name change
{member only)

When a member is a company, not
a person, and the company has
changed its name.

Date of change

I:] Director [:I Alternate director
I___I Secretary D Member

Their previous name was

Family Name Given names

I 1

Date of birth

I |

Place of birth

I ‘ ]

Their new name is
Family Name Given names

| ] ]

Date of change

I |

Their previous organisation name was

[ , ]

Their new organisation name is

ACN/ARBN/ABN

I |

Date of change

I |

A3 Change - ultimate holding company

The change is

Date of change

|:I There is a new ultimate holding company
Company name

| ]

ACN/ARBN/ABN Country of incorporation (if not Australia)

L ||

l:l The ultimate holding company has ceased operation as an ultimate
holding company

Company name

ACN/ARBN/ABN Country of incorporation (if not Australia)

I | |

El The ultimate holding has changed its name

Company name

| i

ACN/ARBN/ABN ' Country of incorporation (if not Australia)
Date of change

| ]

ASIC Form 484 Reference: Trace: 957 : Section A Page 3



Form 484

RECTIvyr D Corporations Act 2001
1 moa arp N
Change to company details i o0 1, 4 4 Y
Sections A, B or C may be lodged independently with this signeq,gg\;eil; pageto ‘q_qgify {\SIC of:
A1 Change of address se-company.officeholder - -+~ ' . C1 Cancellation of shares
A2 Change of name - officeholders or members B2 Appoint company officeholder -+~ © C2 Issue of shares
A3 Change - ultimate holding company B3 Special purpose company C3 Changes to share structure
C4 Changes to the register of members

Company details Company name

{INSURANCE AUSTRALIA GROUP LIMITED |

ACN/ABN Corporate Key

[090 739 923 | I » |
Lodgement Details Who should ASIC contact if there is a quefy about this form ?

Name

[INSURANCE AUSTRALIA GROUP LIMITED |

 ASIC registered agent number (if applicable)
[21781 |

Telephone Number

I |

Address

L |
l J

L |

Signature
This form must be signed by a current officeholder of the company

I certify that the information in this cover sheet and the attached sections of this
form is true and complete.

Name

[REVELL, GLENN DEREK |
Capacity

D Director

Company secretary
Signature

Date signed
[12/11/2004 |

Lodgement Send completed and signed forms to:
Australian Securities and Investments Commission
Locked Bag 4000, Gippsland Mail Centre, VIC, 3841

ASIC Form 484 Reference:  Trace: 859 Section B Page 1
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seperately for each ceased officeholder.

Role of ceased officeholder X | Director

Secretary

Alternate director Person alternate for

L |
, Date
Date officeholder ceased {10/11/2004 ]

The name of the ceased officeholder is

Name Family name Given names
[FISHER | IDOMINIQUE GAYLE |
Date of birth
|06/12/1956 |
Place of birth

[PORT MORESBY, PAPUA NEW GUINEA |

i' d1 Continued... Cease another company officeholder

Role of ceased officeholder X 1 Director

Secretary
: I Alternate director Person alternate for

I |

Date
Date officeholder ceased [10/11/2004 |

The name of the ceased officeholder is
" Name : Family name Given names - _
{KEATING | |ANNE JILLIAN

Date of birth
[31/10/1953

Place of birth
[SYDNEY, NSW

ASIC Form 484 Reference:  Trace: 859 Section B Page 2



Use this section to notify appointment of a company officeholder. You need to notify details separately for each new

officeholder.

Role of appointed officer

Date of appointment

Name

_Former name

Residential address

If an 'Alternate director', for whom

Director
[:] Secretary

D Alternate director

Date
[10/11/2004 |

The name of the appointed officeholder is
Family name Given names

[ALLEN | [YASMIN ANITA

Date of birth
[13/02/1964 |

Place of birth
|[ADELAIDE, SA

Their previous name was
Family name Given names

The residential address of the appointed officeholder is

[20 BISHOPS AVENUE

[RANDWICK NSW 2031

The person 'Alternate director’ is alterate for

Family name Given names

L )

Expiry date
L’ |

- Terms of appointment

[

ASIC Form 484 Reference: Trace: 859

Section B Page 3
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designations below.
The change is

— Commence

Home unit company

D )
—[:I Superannuation trustee company
—

For charitable purposes only

[::l Cease

Date of change
77 l

ASIC Form 484 Reference:

Trace: 859 Section B Page 4
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31 August 2004 ‘ 388 George Street
Sydney NSW 2000

SRR N - Telephone 02 9292 9222
. : R ‘ iaglimited.com.au

Australian Securities and InvestmentsComm1ssmn B
Level 18, No 1 Martin Place '

SYDNEY
NSW 2000
Insurance
Dear Sir Australia
Group

Issue of Performance Award Rights (PAR)

We attach, pursuant to CO 03/184 and CO 03/806, copies of the Insurance Australia
Group Limited Share and Performance Award Rights Plan Trust Deed (Trust Deed)
and the Performance Award Rights Plan (BES Plan):

Cover letter;
Application Form;
" Explanatory Booklet (including Tax Guide); -
PAR Plan Terms; and
Trust Deed.

NhwN =

These documents (other than the Trust Deed), together with offers under the PAR
Plan, were first provided to eligible employees on 24 August 2004.

Yours sincerely

Glenn Revell
Company Secretary

{S0004021} 1



To: 2004 PAR Participants

From: Alex Christie
Senior Manager Remuneration and Benefits

Date:’ 24 August 2004

Subject:  Performance Award Rights Plan — 2004/2005 Allocation

I am pleased to advise that you have been selected for an allocation of Performance Award Rights (PARs).

This pack contains an Explanatory Booklet, Plan Terms and Application Form, which you should read to assist you to
understand the invitation. It is also recommended that you seek advice from a suitably qualrf ied professional before
deciding whether to participate in the PAR Plan.

PAR Presentation

Presentations will be held to assist you to better understand the PAR Plan and how it relates to our executive
remuneration strategy. Details of these are: '

Melbourne Sydney

Monday 6 September Tuesday 7 September
11ami to 12pm 11am - 12pm

Training Room 1 Rooms 8 &9 -

Level 9, 485 LaTrobe St Level 11, 388 George Street

Please e-mail Hanna.Meyer@iag.com.au or contact (02) 9292 8275 to confirm if you will be attending a presentation.

Accepting your PAR Invitation

To accept this invitation and participate in the PAR Plan, you must complete the Application Form included in this
pack and return it to,

Hanna Meyer, Remuneration and Benefits — Share Plans,
By mail to, Level 13, 388 George Street, Sydney, Or
By fax to, (02) 9292 9970

Your Application Form must be received no later than 5pm EST on 10 September 2004. Forms received after this
date cannot be accepted.

If you have any questions or need any additional information, please contact myself on (02) 9292 9545 or Diane
Barnes on (02) 9292 3363.

Regards

S A

Alex Christie



Performance Award Rights Plan (PAR Plan)
Application Form

Name:

Title:

Number of Peﬁormance Award Rights:

Return Date for this Offer Form: COB 10™ September 2004
To:; IAG Share Plan Nominee Pty Limited ABN 52 095 125 152 (Trustee)

1 By returning this form, | offer to acquire the number of Performance Award Rights (PARs)
set out in this form on the Performance Award Rights Terms, dated September 2004
(Terms) and make the statements set out below.

2 | authorise the Trustee to complete and execute any documents necessary to effect the
grant of PARs tome.
3 | acknowledge having received a copy of the Terms and the Plan Explanatory Booklet.
4 I agree to be bound by the:
. Constitution of IAG;
. Terms; and
. IAG Share and Performance Award Rights Trust Deed (Trust Deed).
5 | declare all details and statements made on this form are complete and accurate.
6 I understand that words and expressions defined in the Trust Deed and the Terms have,

unless the contrary intention appears, the same meaning in this form.

7 | acknowledge that IAG and its agents, including its share registry, need to collect, use
and disclose personal information to issue PARs and IAG shareés to me in accordance
with the PAR Plan, to fulfil IAG’s obligations of disclosure of the details of the PAR Plan in
accordance with relevant laws, and to generally administer the PAR Plan.

| acknowledge that IAG and its agents can collect the personal information from and
disclose it to any related entity, the share registry, and any regulator in order to comply
with the law.

SIgNature: ..o Date: e

Return Form no later than COB 10" September 2004 to:

By mail to: Hanna Meyer, Remuneration & Benefits - Share Plans
Level 13, 388 George Street Sydney NSW 2000

By fax to:  (02) 9292-9970

You can gain access to the personal information relating to you by contacting IAG through Alex
Christie, Senior Manager, Remuneration and Benefits.

£50003363} 09/12/04
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Glossary

Terms of the Performance Award Rights Plan

This Explanatory Bodklet has been written to provide you with information on the IAG Performance

this Explanatory Booklet and the PAR Terms, the PAR Terms will prevail.

Award Rights Plan and is intended to summarise the Plan. In the event of any inconsistency between

L S



Performance Award Rights and IAG Performance

Broader performance issues
Qualitative factors considered in determining the value of IAG shares include:
The performance of |IAG relative to other insurers and Australian listed companies;

Our track record of delivering on promises and a clear strategy on how we will continue to

deliver;

Stability and integrity of the Board and management, and consistency of the views taken by
the company on various issues; and

Dividend policy — a regular income stream is important for many investors.

External factors

External factors that influence an insurer’s value include:
Ability to maintain and grow margins and volumes in certain market conditions;
Investment market conditions (as insurers have high levels of investments);

Perceived impact of economic cycles or exchange rates; and

Perceived impact of regulatory changes.

As a participant in the Plan, you will receive information on a regular basis
concerning IAG’s share price and IAG’s TSR performance against the Peer Group.
The current trading price of IAG shares is available on the intranet ‘insidelAG".

Page 2



How the Plan works — Questions and Answers

Lapse/

Perform PARs Exercise Cease
Grant ‘ ‘ Exerble ‘ ‘ employ.

What is a Performance Award Right (PAR)?

A PARis.a right to acquire one ordinary share in IAG from the Trustee of the Plan. A
PAR may be exercised in order to receive one share if the right has become exercisable
and has not lapsed. Until you exercise your rights and acquire shares, a PAR will not
give you a legal or beneficial interest in any IAG shares and you will not be able to
participate in dividends or other shareholder benefits (including voting).

What is the Performance Award Rights Plan?

The Plan is an employee share rights plan desighed to provide long-term incentive
opportunity to participants. The Plan provides rights over issued shares in IAG. The
Plan is governed by the Performance Award Rights Terms and the IAG Share and
Performance Award Rights Trust Deed.

Who can participate in the Plan?

Executives, senior managers and other key employees are nominated by direct reports
to the Chief Executive Officer IAG, and approved by the Chief Executive Officer IAG, to
participate in the Plan. Participants have been selected in light of the pivotal role they will
play in achieving the longer-term business goals of the Group. The Nomination,
Remuneration and Corporate Governance Committee approve the participation of each
individual in the Plan.

What are the objectives of the Plan?

The Plan is a key component of our executive remuneration strategy. The Plan allows
you to acquire shares in 1AG for a nominal exercise price, subject to the performance of
IAG (as measured by Total Shareholder Return) over the performance period. The Plan
will alfow you to share in wealth you help the Group create.

Page 4



How the Plan works — Questions and Answers

Lapse /

Grant PARs Exercise Cease
‘ Perform ‘ Exer'ble ‘ ‘ employ.

Generally, whether or not your PARs will become exercisable will depend on the Performance Hurdle
being met during the Performance Period, as depicted below.

Performance
Period

{during which the

Performance Hurdle must
be met)

Base  Commencement 3 years from 5 years from 10 years from
Date Date (Grant) Base Date Base Date . Commencement
Date (Grant)

23 Aug 04 17 Sept 04 23 Aug 07 ' 23 Aug 09 17 Sept 14

The first Test Day will occur 28 Sept 07
(being the last trading day of the quarter).

Testing generally occurs quarterly
during the Performance Period.

If you remain employed by the Group, you will have up to 10 years frorﬁ the Commencement Date to
exercise your PARs that have become exercisable.

The following concepts are discussed on the following pages:

¢ The Performance Period;
e The Performance Hurdle; and

o Total Shareholder Return;

- Page é6




How the Plan works — Questions and Answers

Lapse /
PARS Exercise

- ‘ e ‘ Exercisable ‘ ‘ e%e;‘s’;

When may my Performance Award Rights become exercisable?

If the Performance Hurdle is met during the Performance Period, some or all of your
PARs will be exercisable during the Exercise Period, as depicted below.

3vears 10 years
#om First 5 years c from t
Base Commencement Base Jest ommencemen
Date Date (Grant) Date Day from Base Date Date (Grant)
23 Aug ‘04 17 Sept04  23Aug ‘07 28 Sept 07 23 Aug ‘09 17 Sept ‘14

The Exercise Period commences when you are notified that the Performance hurdle has
been passed. The earliest this can occur is on the First Test Day in the performance
period (being 28 September 2007 unless the Board determines an earlier date), and
ends at the latest 10 years after the PARs have been granted. Different arrangements
apply if you cease employment with the Grbup. Please refer to the table on page 14.

- Page8 .




How the Plan works — Questions and Answers

How is a Company’s Rank Determined?

1AG's rank as compared with companies in the Peer Group will be determined on each
Test Day within the Performance Period by:

¢ determining the TSR at that Test Day for IAG and the TSR for each member of the
Peer Group. TSR will include changes in the market value of the shares in the
relevant companies from the Base Date to the Test Day. For this purpose, the
market value of the shares at the Base Date will be determined by reference to the
volume weighted average price at which shares were traded on the ASX in the one
week period preceding and including the Base Date. The market value of shares on
a Test Day will be determined by reference to the volume weighted average trading
price at which shares were traded on the ASX in the 30 day period up to and
including the Test Day; and

e ranking IAG and the members of the Peer Group by reference to each company’s
TSR on a percentile scale, with the company with the highest TSR at that day
ranked at 100.

The rank for the Test Day is the position of IAG on that percentile scale.

What is a Test Day?

A Test Day is the last trading day of each quarter in the Performance Period and any
other day(s) in the Performance Period nominated by the Board. The measurement of
the IAG share price on a Test Day is averaged over the previous 30 days.

In what other circumstances can my Performance Award Rights become

exercisable?

PARs may become exercisable if you are notified that an event specified in the PAR
Terms happens before your PARs lapse. These events can include a takeover offer for
IAG. For more information refer to clause 2.3 of the Performance Award Rights Terms.

Page 10




How the Plan works — Questions and Answers

Grant

oaRs . Lapse /
‘ Perform ‘ Exerble ‘ Exercise ) C ease
Employment

When will my Performance Award Rights lapse?

If you continue to be an employee of the Group, your PARs will lapse under the
following circumstances:

Any PARs that have not become exercisable by the end of the Performance A
Period will lapse at that time (ie, 5 years after the Base Date); and

Any PARs that have become exercisable by the end of the Performance Period
but have not been exercised by the end of the Exercise Period will lapse at the
end of the Exercise Period (ie, 10 years after the Commencement Date (grant
date) of the PARs if you remain employed by the Group).

What happens if | leave IAG?

The cessation of your employment with the Group will impact on your PARs. What
happens will depend upon whether your Performance Award Rights have become
exercisable prior to your ceasing employment and the reasons why you cease
employment. This is explained in the table on the next page.

If your employment with the Group ceases, your PARs may lapse. If your PARs have not
become exercisable and your employer ceases to be a member of the Group, your PARs

may lapse.

Participation in the Plan does not provide a guarantee of continued employment with the
Group and does not affect any right that the Group may have to terminate your

employment.

- Page 12



Taxation Summary

Australian Tax Rules Summary

The following information provides a summary of the Australian taxation rules that apply to benefits
granted under the Performance Award Rights (PAR) Plan. The information is general in nature
and is intended to be a reference that you can provide to your taxation adviser.

It is strongly recommended that you seek professional advice in relation to your personal
circumstances. If you, or your adviser have any additional questions, you may wish to contact
Group Taxation for assistance.

This summary assumes that you are, and remain, an Australian resident for taxation purposes. ltis
proposed that specific rules be introduced regarding individuals whose tax residency status
changes. These rules need to be considered on a case by case basis.

Your Choice

There are two possible ways to be taxed on PARSs you receive under the PAR Plan. You
may defer your tax or elect to pay tax upfront at the time the PARs are granted to you.
Your choice will depend upon your individual tax and financial circumstances and your
views on the likely future price of IAG shares.

Deferring your tax

Taxation of your Performance Award Rights

- You will automatically defer the payment of your tax unless you elect to be taxed upfront.
Where you defer, you will be taxed at the Assessment Time, being the earlier of:

 the termination of your employment®
¢ when you exercise your PARs.

If your Assessment Time is the time of the cessation of your employment, you will
generally be taxed on the "market value” of your PARs at the time of termination as
calculated under the formulae in the tax rules. If your Assessment Time is the time
when you exercise your PARs, you will generally be assessed on the market value of the

- shares acquired on exercise (as calculated under the tax rules) minus the exercise price
(which is $1.00 for all PARs in this tranche which are exercised at one time).

If your PARs lapse, you should not be taxed on the PARs.

® Your employment is terminated if either:

(a) your employment with a Group Company ceases; or

(b) if your employer has ceased to be a Group Company, your employment with your empldyer at the time you
receive your Rights ceases.

Page 14
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Sepiember 2004

An invitation from the CEO

I am pleased to advise that you have been selected for an allocation of Rights under the
Performance Award Rights (PAR) Plan. Your nomination reflects our belief that your
contribution will assist the Group to perform and succeed, at the highest level.
Achievement of the Plan’s performance target will result in significant benefit to you and
the Group.

The PAR Plan is a key component of our executive remuneration strategy and is
designed to align the interests of shareholders and executives. The equity opportunity
offered under the PAR Plan will provide an incentive to you over the longer term to create
and focus on shareholder wealth. As with any aspect of your remuneration, this offer
must be treated confidentially.

The terms of your invitation and the conditions applying to Performance Award Rights are
outlined in this booklet. It is important that you read and understand the Plan documents.
These will assist you to understand the Plan structure, the drivers of Group performance
in relation to the performance hurdle the company is required to meet, and issues
regarding the taxation consequences of your participation in the Plan. It is recommended
that you seek professional advice before deciding whether to participate in the Plan.

Michael Hawker
Chief Executive Officer
Insurance Australia Group Limited
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Terms of the Performance Award Rights Plan

This Explanatory Bodklet has been written to provide you with information on the IAG Performance
Award Rights Plan and is intended to summarise the Plan. In the event of any inconsistency between
this Explanatory Booklet and the PAR Terms, the PAR Terms will prevail.




Performance Award Rights and IAG Performance

The Performance Award Rights (PAR) Plan is designed to link your reward to IAG’s longer-term
performance, and also to the returns shareholders receive. ’

To realise reward from the Plan, IAG’s Total Shareholder Return (TSR) needs to be competitive
with the TSR earned by shareholders of the top performing companies in the S&P/ASX 100 index.

It is important to understand what drives IAG’s share price and how the market, and
analysts in particular, value our company. This, in turn, will enhance your understanding of

how you ¢an contribute to maximising return to our shareholders.

What impacts on the value of IAG?

There are three main factors that analysts take into account in valuing the shares of a company.
These are:

1. The financial performance of the company;

2. Broader performance issues; and

3. External factors {(such as market conditions).

These factors are described below.

Financial performance

The main aspects of financial performance that are considered by the investment community in
valuing IAG shares are based on profitability — both past and future — and the expected future
income stream of dividends. ‘

Other aspects of financial perjformance that analysts consider include:
Cash flows generated and expected to be generated in future periods by core operations;

A price to earnings ratio — this is usually calculated as a multiple of the insurance profit;

Volatility of earnings;
Valuation of other assets. In IAG’s case, this includes its underwriting businesses and the

capital backing the business; and

A risk factor — how much more risky do investors consider investing in IAG versus investing in
an Australian government bond. The greater the relative risk, the greater the return an investor

will demand.

que 1




Performance Award Rights and IAG Performance

Broader performance issues
Qualitative factors considered in determining the value of IAG shares include:
The performance of IAG relative to other insurers and Australian listed companies;

Our track record of delivering on promises and a clear strategy on how we will continue to
deliver;

Stability and integrity of the Board and management, and consistency of the views taken by
the company on various issues; and

Dividend policy — a regular income stream is important for many investors.

External factors

External factors that influence an insurer’s value include:
Ability to maintain and grow margins and volumes in certain market conditions;
Investment market conditions (as insurers have high levels of investments);
Perceived impact of economic cycles or exchange rates; and

Perceived impact of regulatory changes.

As a participant in the Plan, you will receive information on a regular basis
concerning IAG’s share price and IAG’s TSR performance against the Peer Group.
The current trading price of IAG shares is available on the intranet ‘InsidelAG’.

Page 2
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How the Plan works — Questions and Answers

Lapse /

Perform PARs Exercise Cease
G ra nt ‘ ‘ Exer’ble ‘ - employ.

What is a Performance Award Right (PAR)?

A PAR is.a right to acquire one ordinary share in IAG from the Trustee of the Plan. A
PAR may be exercised in order to receive one share if the right has become exercisable
and has not lapsed. Until you exercise your rights and acquire shares, a PAR will not
give you a legal or beneficial interest in any IAG shares and you will not be able to
participate in dividends or other shareholder benefits (including voting).

What is the Performance Award Rights Plan?

The Plan is an employee share ‘rights plan designed to provide long-term incentive
opportunity to participants. The Plan provides rights over issued shares in IAG. The
Plan is governed by the Performance Award Rights Terms and the IAG Share and
Performance Award Rights Trust Deed.

Who can participate in the Plan?

Executives, senior managers and other key employees are nominated by direct reports
to the Chief Executive Officer IAG, and approved by the Chief Executive Officer 1AG, to
participate in the Plan. Participants have been selected in light of the pivotal role they will
play in achieving the longer-term business goals of the Group. The Nomination,
Remuneration and Corporate Governance Committee approve the participation of each

individual in the Plan.

What are the objectives of the Plan?

The Plan is a key component of our executive remuneration strategy. The Plan allows
you to acquire shares in IAG for a nominal exercise price, subject to the performance of
IAG (as measured by Total Shareholder Return) over the performance period. The Plan
will allow you to share in wealth you help the Group create.

Page 4




How the Plan works — Questions and Answers

Do | have to pay anything to participate in the Plan?

You are not required to pay anything to acquire PARs under the Plan. Should your PARs
become exercisable, you will have the opportunity to acquire shares in IAG from the
Trustee by paying a nominal exercise price in total for all the PARs which are exercised at

- any one time. A share registry administration fee is payable by you to Computershare for
each transfer. As a guide the fee is presently $66 inclusive of GST. This fee is reviewed
from time to time and will be payabile directly to Computershare.

How do | participate in the Plan?

If you wish to accept your invitation to participate in the Plan and be granted PARs, you will
need to complete the Application form accompanying this booklet and return it by the due date
(5pm EST on Friday 10 September 2004),

When will | receive my Performance Award Rights?

It is expected that your PARs will be allotted to you on or about 17 September 2004. You will
receive a statement from Computershare confirming your allocation after that time.

Page 5




How the Plan works — Questions and Answers

Lapse /

Grant PARs Exercise Cease
_ ¥ Perform | ceve | ) | N

Generally, whether or not your PARs will become exercisable will depend on the Performance Hurdle
being met during the Performance Period, as depicted below.

Performance

Period
(during which the

Performance Hurdle must
be met)

23 Aug 04 17 Sept 04 23 Aug 07 23 Aug 09

The first Test Day will occur 28 Sept 07
(being the last trading day of the quarter).

Testing generally occurs quarterly
during the Performance Period.

Base Commencement 3 years from 5 years from 10 years from
Date Date (Grant) Base Date Base Date Commencement
Date (Grant)

17 Sept 14

If you remain employed by the Group, you will have up to 10 years from the Commencement Date to
exercise your PARs that have become exercisable.

The following concepts are discussed on the following pages:

¢ The Performance Period;
e The Performance Hurdle; and

e Total Shareholder Return;

~ Page ¢




How the Plan works — Questions and Answers

What is the Performance Period?

The Performance Period is the period during which the Performance Hurdle must be met
in order for any of your PARs to become exercisable. As represented in the diagram on
the previous page, the Performance Period is the period that occurs between 3 and 5

_ years from the Base Date if you remain as an employee of the Group. Different
arrangements apply if you cease to be an employee of the Group.

-What is the Perfdrménce Hurdle?

The Performance Hurdle is based on a comparison of IAG’s Total Shareholder Return
(TSR) with the TSR of the companies comprising the Peer Group measured during the
Performance Period.

The Performance Hurdle will be measured on a Test Day within the Performance Period
for the period from the Base Date to the Test Day. For any PARSs to be exercisable,
IAG’s TSR performance must be within the top 50% of companies comprising the Peer
Group. The Peer Group is the companies.comprised in the S&P ASX100 from time to
time (subject to such inclusions or exclusions as the Board may determine from time to

time).

What is Total Shareholder Return?

Total Shareholder Return (TSR) measures the entire return a shareholder would obtain
from holding a company’s shares over a period, taking into account factors such as
changes in the market value of the shares and dividends paid over that period.

The measurement period begins at the Base Date (which is the second trading day after
the date on which 1AG's financial results for the period ending 30 June 2004 are
announced to the ASX), and ends on a Test Day during the Performance Period. (The
terms Base Date and Test Day are included in the Glossary of this booklet.

Commencement
Base Date  pate (Grant)
| | : | |
| | | |
23 Aug ‘04 17 Sept ‘04 28 Sept ‘07 Last trading day of

each calendar
quarter until end of
Performance
Period

Two trading days after IAG’s
Annual results are announced

First Test Day, ie. last trading
day of the calendar quarter

Page7




How the Plan works — Questions and Answers

PARS Lapse /

Grant v Perform Exercise Cease
_ ‘ Exercisable ‘ ‘ employ-

When may my Performance Award Rights become exercisable?

If the Performance Hurdle is met during the Performance Period, some or all of your
PARs will be exercisable during the Exercise Period, as depicted below.

3 vears 10 years
Years cist 5 years . from t
Base Commencement Base Jest ommencemen
Date Date (Grant) Date  Day from Base Date Date (Grant)
23 Aug '04 17 Sept‘'04 23 Aug'07 28 Sept’ 07 23 Aug '09 17 Sept ‘14

The Exercise Period commences when you are notified that the Perfdrmance hurdle has
been passed. The earliest this can occur is on the First Test Day in the performance
period (being 28 September 2007 unless the Board determines an earlier date), and
ends at the latest 10 years after the PARs have been granted. Different arrangements
apply if you cease employment with the Grbup. Please refer to the table on page 14.
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How the Plan works — Questions and Answers

How many of my Performance Award Rights will be exercisable?

The number of PARs that will become exercisable depends on IAG’s performance over
the Performance Period, based_ on the Company’s Total Shareholder Return (TSR) as
ranked against the Peer Group. This is represented on the following graph.

% PARs
exercisable 100%
50%
0% Rank
50th 75th 100th

For any PARs to become exercisable, 1AG’s TSR performance must rank at or above the
50" percentile’ within the Peer Group:

e  Where IAG’s TSR performance is below the 50" percentile, none of your total PARs
will bé exercisable;

+  Where IAG’s TSR performance is at the 50™ percentile, 50% of your total PARs will
“be exercisable; and

e Where IAG's TSR performance is at the 75" percentile, 100% of your total PARs wil
be exercisable.

Where IAG’s TSR performance is between the 50 and 75" percentile the percentage of
PARs which become exercisable increases proportionately.

' 50" percentile - in a ranking of 100 companies, IAG must rank at 50 or above.

Pog_e?




How the Plan works — Questions and Answers

How is a Company’s Rank Determined?

IAG’s rank as compared with companies in the Peer Group will be determined on each
Test Day within the Performance Period by:

e determining the TSR at that Test Day for IAG and the TSR for each member of the
Peer Group. TSR will include changes in the market value of the shares in the
relevant companies from the Base Date to the Test Day. For this purpose, the
market value of the shares at the Base Date will be determined by reference to the
volume weighted average price at which shares were traded on the ASX in the one
week period preceding and including the Base Date. The market value of shares on
a Test Day will be determined by reference to the volume weighted average trading
price at which shares were traded on the ASX in the 30 day period up to and
including the Test Day; and

e ranking IAG and the members of the Peer Group by reference to each company’s
TSR on a percentile scale, with the company with the highest TSR at that day
ranked at 100. S

The rank for the Test Day is the position of IAG on that percentile scale.

What is a Test Day?

A Test Day is the last trading day of each quarter in the Performance Period and any
other day(s_) in the Performance Period nominated by the Board. The measurement of
the IAG share price on a Test Day is averaged over the previous 30 days.

In what other circumstanées can my Performance Award Rights become

exercisable?

PARs may become exercisable if you are notified that an event specified in the PAR
Terms happens before your PARSs lapse. These events can include a takeover offer for
IAG. For more information refer to clause 2.3 of the Performance Award Rights Terms.
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How the Plan works — Questions and Answers

Grant

Perform PARs !bapse /
=) Il ¥ Exercise [ Yk

How do | change my Performance Award Rights into IAG shares?

Shares in IAG will be transferred to you from the Trustee of the Plan when you exercise
your PARs (the Trustee will notify you if they are exercisable). You may exercise some or
all of your PARs which have become exercisable by:

1. Lodging a notice of exercise of PARs (in multiples of 100) with the Trustee; and

2. Paying the exercise price, which is $1.00 in total for all the PARs which are exercised
at any one time; and
3. Paying an administration fee for each transfer of shares from the Trustee to you. At

present, the current fee is $66 (inclusive of GST) and will be payable to
Computershare. ’

How many shares will | receive?

Generally, you will receive one share for each PAR exercised.

Where |IAG undertakes any bonus issues or capital reconstructions (eg. share spilits or
consolidations), the number of shares to which you will be entitled when you exercise
your PARs will be adjusted in accordance with ASX requirements (further details are

provided in the Performance Award Right Terms).

Can | assign or transfer the PARs | receive to another individual?

No. However, you will be able to transfer or sell the shares you receive upon exercise of
your PARs.

When is the iast time | can exercise my PARs?

Once your PARs have become exercisable, you must exercise them within 10 years
from the date on which they were granted to you or your PARs will lapse. Different
arrangements apply if you cease employment with the Group. Please refer to the table

on page 13.
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How the Plan works - Questions and Answers

Grant

Lapse /

‘ Perform ‘ E::r?bsle ‘ Exercise | | Cease

Employment

When will my Performance Award Rights lapse?

If you continue to be an employee of the Group, your PARs will lapse under the

following circumstances:

Any PARs that have not become exercisable by the end of the Performance ‘
Period will lapse at that time (ie, 5 years after the Base Date); and

Any PARs that have become exercisable by the end of the Performance Period
but have not been exercised by the end of the Exercise Period will lapse at the
end of the Exercise Period (ie, 10 years after the Commencement Date (grant

date) of the PARSs if you remain employed by the Group).

What happens if | leave IAG?

The cessation of your employment with the Group will impact on your PARs. What
happens will depend upon whether your Performance Award Rights have become
exercisable prior to your ceasing employment and the reasons why you cease
employment. This is explained in the table on the next page.

if your employment with the Group ceases, your PARs may lapse. If your PARs have not
become exercisable and your employer ceases to be a member of the Group, your PARs

may lapse.

Participation in the Plan does not provide a guarantee of continued employment with the
Group and does not affect any right that the Group may have to terminate your

employment.
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How the Plan works — Questions and Answers

WHETHER PARS

ARE
IMPACT ON PARS

EXERCISABLE OR
NOT OF CEASING EMPLOYMENT WITH THE GROUP

EXERCISABLE

Exercisable You may exercise PARs within 90 days of the day on which you cease
to be an employee (but not later than 10 years from the

Commencement Date).

Not exercisable PARs lapse on the day you cease employment

Exercisable You may exercise your PARs before the later of:

a) 90 days after the day on which you cease to be an employee; or
b) 90 days after the day on which the Performance Period ends

(but not later than 10 years from the Commencement Date).

Not exercisable You may exercise your PARs if the Performance Hurdle is satisfied in the
Performance Period. In these circumstances, the Performance Period will
commence 3 years from the “Base Date” and end on the /ater of:

a) 4 years from the Base Date; or
b) 12 months after you cease to be an Employee (but no later than 5
years from the Base Date)

If your PARs become exercisable after you cease employment you may
exercise them no later than 90 days after this Performance Period ends.

Exercisable and not PARs iapse on the day you cease employment

exercisable

2 Note: This may apply if your employer ceases to be a Group company.
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Taxation Summary

Australian Tax Rules Summary

The following information provides a summary of the Australian taxation rules that apply to benefits
granted under the Performance Award Rights (PAR) Plan. The information is general in nature
and is intended to be a reference that you can provide to your taxation adviser.

It is strongly recommended that you seek professional advice in relation to your personal
circumstances. If you, or your adviser have any additional questions, you may wish to contact
Group Taxation for assistance.

This summary assumes that you are, and remain, an Australian resident for taxation purposes. ltis
proposed that specific rules be introduced regarding individuals whose tax residency status
changes. These ruies need to be considered on a case by case basis.

Your Choice

There are two possible ways to be taxed on PARs you receive under the PAR Plan. You
may defer your tax or elect to pay tax upfront at the time the PARs are granted to you.
Your choice will depend upon your individual tax and financial circumstances and your

views on the likely future price of IAG shares.

Deferring your tax

Taxation of your Performance Award Rights

- You will automatically defer the payment of your tax unless you elect to be taxéd upfront.
Where you defer, you will be taxed at the Assessment Time, being the earlier of:

e the termination of your employment’
+ when you exercise your PARs.

if your Assessment Time is the time of the cessation of your employment, you will
generally be taxed on the "market value” of your PARs at the time of termination as
calculated under the formulae in the tax rules. If your Assessment Time is the time
when you exercise your PARs, you will generally be assessed on the market value of the

- shares acquired on exercise (as calculated under the tax rules) minus the exercise price
{which is $1.00 for all PARs in this tranche which are exercised at one time).

If your PARs lapse, you should not be taxed on the PARs.

3 Your employment is terminated if either:

(a) your employment with a Group Company ceases; or

(b) if your employer has ceased to be a Group Company, your employment with your empldyer at the time you
receive your Rights ceases.

‘Page 14




Taxation Summary

Taxation Consequences of Selling Shares acquired as a result of exercising your

Performance Award Rights

You may also be required to include a capital gain in your assessable income when you
dispose of shares you acquire as a resuit of exercising your PARs. You will not be required
to-include a capital gain if you dispose of your shares under the "30 Day Rule" (discussed

below).
Capital Gain

You may be required to include a capital gain in calculating your assessable income. The
capital gain will generally equal the excess of the proceeds from the sale of the share over
the "cost base" of the share. If the sale proceeds are less than the cost base, you will
generally make a capital loss, which can then be offset against capital gains you make in the
same year or future years. The cost base of your shares should equal the tax market value
of your Right at the Assessment Time plus the nominal exercise price.

Your capital gain (after taking into account any capital losses) may be reduced by one half if
you sell your shares 12 months from the date of acquisition (“Capital Gains Tax
Concession”). The ATO have expressed the view you may be entitled to the Capital Gains
Tax Concession if at least 12 months has passed from the time the Right was
exercised. |t is recommended you obtain independent tax advice before you dispose of
shares you acquire on exercise of your PARs as to whether you are entitled to the Capital
Gains Tax Concession on disposal of your shares.

30 Day Rule

If you dispose of shares you acquire as a result of exercising your PARs, you may be
assessed under the 30 Day Rule. This 30 Day Rule applies where you exercise the PARs
and dispose of your shares within 30 days of the Assessment Time. The amount included in
your assessable income as a result of the 30 Day Rule will equal the consideration you
receive for the shares as a result of the arm’s length transaction less the nominal exercise

price.

Paying tax upfront

If you choose to be taxed upfront then you need to make an election under section 139E of
the Income Tax Assessment Act 1936 for the 2004/2005 year of income. The election must

be made before you lodge your return for the 2004/2005 tax year.
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Taxation Summary

An election you make for the 2004/2005 tax year may apply to other shares and rights you
acquire under employee share schemes in that year, including any shares or rights you may
acquire by virtue of any employee share plan of your former employer or by virtue of any

other employee share pian of the Company.

Taxation of your Performance Award Rights

If you make the election, you will be assessed on the allocation of your PARs. You will be
taxed on the "full market value” of the PARs when they are allocated to you by IAG. The
values are calculated under the formulae in the tax rules and will be a significant amount. If
you make an election under section 139E, neither the termination of your employment nor the
exercise of your PARs will be taxable events for you.

Generally, if the PARs lapse without being exercised, you should not be taxed on the Right.
If you have previously paid tax on the Right, you can seek a refund.

Taxation Consequences of selling Shares acquired as a result of Exercising your

Performance Award Rights

Generally, you may be required to include a capital gain in your assessable income when you
dispose of shares you acquire as a result of exercising your PARs. The capital gain will
generally equal the excess of the proceeds from the sale of the share over the "cost base™ of
the share. if the sale proceeds are less than the cost base, you will generally make a capital
loss, which can then be offset against capital gains you make in the same year or future
years. The cost base of your shares should equal the tax market value of your PARs at the

date of grant plus the nominal exercise price.

Your capital gain (after taking into account any capital losses) may be reduced by one half if
you sell your shares 12 months from the date of acquisition (“Capital Gains Tax
Concession”). The ATO have expressed the view you may be entitled to the Capital Gains
Tax Concession if at least 12 months has passed from the time the Right was
exercised. Itis recommended you obtain independent tax advice before you dispose of your
shares you acquire on exercise of your PARs as to whether you are entitled to the Capital
Gains Tax Concession on disposal of your shares.
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How to get more information

Where can | find more information?

Further information can be found in the following Performance Award Rights Plan

documents:

¢ - Performance Award Rights Terms; and
e Trust Deed (available from Remuneration & Benefits on request).

You can also contact

Alex Christie »

Senior Manager Employee Remuneration & Benefits

phone (02) 9292-9545

e-mail: alex.christie@iag.com.au

Malcoim Green

Head of Corporate Human Resources & HR Business Partners
e-mail: malcolm.green@iag.com.au

Craig Hespe
Head of Group Taxation
e-mail; craig.hespe@iag.com.au

A copy of the Performance Award Rights Terms and the Application form that you
need to complete in order to participate in the Plan accompany this booklet.
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Glossary

Base Date

Commencement Date

Event

Group
IAG

PARSs or Performance
Award Rights

Peer Group

Performance Hurdle

Performance Period

Test Day

Total Shareholder
Return or TSR

Trust Deed

Trustee

means the second trading day after the date on which IAG’s financial
results for the 12 month period ending 30 June 2004, being 23 August 2004

is the date on which the Performance Award Rights are granted to you by
the Trustee. May also be referred to as the grant date.

" is defined in Term 2.3 of the Performance Award Rights Terms and

includes a takeover offer made to the holders of_shares in IAG (dther than
as aresult of an allotment or transfer approved by the Board of IAG)

means IAG and its subsidiaries
means Insurance Australia Group Limited (ABN 60 090 739 923)

Means Performance Award Rights issues bursuant to this invitation

meahs the group of companies in the S&P ASX 100 index (as determined
by Standard & Poor’s) from time to time with such inclusions and exclusions
as may be determined by the Board from time to time.

is based on a comparison of IAG’s TSR with the TSR of the companies in
the Peer Group

is described in Term 2.2A of the Performance Award Rights Tefms.

means the last Trading day of each calendar quarter in the Performance
Period (where such Trading Day falls in the Performance Period)

is described on page 7 of this booklet
is the IAG Share and Performance Awards Rights Plan Trust Deed dated

12 February 2001

means IAG Share Plan Nominee Pty Ltd (ABN 52 095 125 152)
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Insurance Australia Group Limited
Performance Award Rights Terms

Dated: [ ]



Terms of Performance Award Rights dated 2004 to be granted in
accordance with the IAG Share and Performance Award Rights Plans

1.1

1.2

1.3

1.4

2.1

Trust Deed

Entitlement

Subject to term 6, each Performance Award Right entitles the Holder to acquire, credited
as fully paid, one Share at an exercise price of:

$1

No. of Performance Award Rights exercised on any particular day

Subject to the Listing Rules, the Trustee must transfer Shares on exercise of a
Performance Award Right in accordance with these terms. -

Shares transferred on the exercise of Performance Award Rights will rank pari passu with
all existing Shares from the date of transfer and will be entitled in full to those dividends
which have a record date for determining entitlements after the date of transfer of the
Shares.

A Holder has no legal or equitable interest in a Share by virtue of acquiring a
Performance Award Right. The Holder’s rights are purely personal and contractual.

Conditions for exercise of Performance Award Rights

A Performance Award Right which is an Exercisable Right (which has not lapsed) may be
exercised by a Holder at any time before the end of the Exercise Period for the -
Performance Award Right. The date the Exercise Period will end is described in Column
2 of the table set out below and depends on the status of the Holder at the relevant time as
described in Column 1 of the table. -~

Status of the Holder The Exercise Period for the
Performance Award Right ends

on .

(i)  For a continuing Employee 10 years after the Commencement
- | Date

(i) For a person who ceases to the day which is 90 days after the
be an Employee in any of the | later of:
following circumstances:




(1) the end of the Performance
Period;
(2)  the date on which the person

ceases to be an Employee;
(but not later than 10 years
after the Commencement
Date).

(iii)

(a) Retirement;

(b) redundancy;

(c) death;

(d) Total and Permanent
Disablement; or

(e)  with the approval of the
Board

For a person who ceases to

be an Employee (other than

due to serious misconduct

involving dishonesty) in

circumstances other than:

(a) Retirement;

(b)  redundancy;

(c) death;

(d) Total and Permanent
Disablement;

(e)  with the approval of the
Board.

the day which is 90 days after the
date on which the person ceases to
be an Employee, (but not later than
10 years after the Commencement

Date).

22

A Performance Award Right will lapse depending on the status of the Holder, as

described in Column 1 of the table below, at the time described in Column 2 of the table

below.

Status of the Holder

The day on which the ‘
Performance Award Right lapses

@

For a person who ceases to
be an Employee due to
serious misconduct involving
dishonesty.

the date of ceasing to be an
Employee (irrespective of whether it
is an Exercisable Right)

(i)

For a person who ceases to
be an Employee (in
circumstances other than:

(a)
)

Retirement;

redundancy;

- if the Performance Award Right is
not an Exercisable Right on the day
the person ceases to be an
Employee, the date of ceasing to be
an Employee.

- if the Performance Award Right is
an Exercisable Right on the day the




2.2A

(c) death;

(d) Total and Permanent
Disablement;

(é) with the approval of
the Board; or

()  serious misconduct
involving dishonesty.)

person ceases to be an Employee,
the end of the Exercise Period.

(iii) In the case of a person who is
a continuing Employee.

- if at the end of the Performance
Period for the Performance Award
Right the Performance Award Right
is not an Exercisable Right, the end
of that Performance Period.

- if at the end of the Exercise Period
for an Exercisable Right the
Performance Award Right is
unexercised, the end of the Exercise
Period.

(iv) In the case of any other
person not covered in (i) (ii)
or (iii)

- if the person requests that the
Performance Award Right lapses,
the date the request is received by
Trustee.

- if at the end of the Performance
Period for the Performance Award
Right the Performance Award Right
is not an Exercisable Right, the end
of that Performance Period.

- if at the end of the Exercise Period
for an Exercisable Right the
Performance Award Right is
unexercised, the end of the Exercise
Period.

The Performance Period for a Performance Award Right (which has not lapsed)
commences on the third anniversary of the Base Date and depending on the status of the
Holder as described in Column I ends on the date described in Column 2 of the table set

out below.

Status of Holder

Date on which the Performance
Period Ends

(i)  For a continuing Employee.

5 years from the Base Date.




(i) For a person who ceases to be | the later of:
an Employee (other than due

to serious misconduct (1) 4 years from the Base Date;

involving dishonesty) in any or

of the following : (2) 12 months from ceasing to
circumstances: be an Employee (but not
(a) Retirement; g;:; tlg:le? years from the

(b) redundancy;
(¢) death;

(d) Total and Permanent
Disablement; or

(e)  with the approval of the
Board.

2.3 A Performance Award Right (which has not lapsed) will become an Exercisable Right if
either: .

(a) Both of the following conditions are satisfied:

(1) the Performance Award Right is eligible to become exercisable under
term 2.4; and ‘ '

(i) the Trustee gives notice to the Holder that the Performance Award Right
has become exercisable in accordance with these terms. The Trustee must
notify Holders within 28 days of the Test Day of the Performance Award
Rights which have become exercisable;

or

(b) Both of the following conditions are satisfied:

() any of the following occur before the end of the Performance Period for a
Performance Award Right: '

(A)  atakeover bid is made to the holders of Shares (other than as a
result of an allotment or transfer approved by the Board);

(B) a statement is lodged with ASX to the effect that a person has
voting power in not less than 15% of the total number of votes
attaching to voting shares in IAG (other than as a result of an

. allotment or transfer approved by the Board),

(C)  pursuant to an application made to the Court, the Court orders a
meeting to be held in relation to a proposed compromise or
arrangement for the purpose of or in connection with a scheme for
the reconstruction of IAG or its amalgamation with any other
companies;



2.4

(D)  IAG passes a resolution for voluntary winding up; or

(E) an order is made for the compulsory winding up of IAG; and

(i) the Board gives a notice under this term to the Holder.

A Performance Award Right is eligible to become exercisable in accordance with the

following and subject to the rule set out below:

If on a Test Day in the Performance Period:

When on the Test Day

Number of the Performance Award Rights
which are eligible to become exercisable:

1 the Rank does not reach 50

1

nil

2 the Rank reaches 50 or
above

2

the number of Performance Award
Rights determined by the formula
(rounded down to the nearest whole
number): '

[[2(A—50)+50] . B]_ c

100
Where:

A is the lesser of®

(i) the Rank reached on the Test

Day; and
(i) 75.
B is the Total PARs;

C is the number of Performance Award
Rights which before the Test Day:

(i) have become Exercisable ; or

(i1) are eligible to become exercisable

but in any case the number of
Performance Award Rights determined

. by the formula to be eligible to become

exercisable must not be a number less
than zero.




2.5

2.6

3.1

32

Rule

The number of Performance Award Rights eligible to become exercisable at any time
cannot exceed the number of Total PARs that have not lapsed.

The Rank for a Test Day is determined by:

(a) determining as at the Test Day the Total Shareholder Return for IAG and the
Total Shareholder Return for each member of the Peer Group; and

(b) ranking IAG and the members of the Peer Group by reference to those Total
Shareholder Returns on a percentile scale, with the company with the highest
Total Shareholder Return at that day ranked at 100.

The Rank for the Test Day is the position of IAG on that percentile scale.

For the purpose of these terms a determination by the Board of the Rank shall be binding
and conclusive.

Method of exercise of Performance Award Rights

A Performance Award Right is exercised by the holder lodging a notice of exercise of
Performance Award Right, together with the exercise price for each Share to be
transferred on exercise, with the Trustee or such other person as the Board designates.

Performance Award Rights must be exercised in multiples of 100, unless the Holder
exercises all Performance Award Rights able to be exercised at that time. The exercise of
some Performance Award Rights only does not affect the Holder’s right to exercise other
Performance Award Rights at a later time.

No Transfers
Performance Award Rights may not be transferred.
Quotation of Performance Award Rights and Shares

Performance Award Rights will not be quoted on ASX. If the Shares to be transferred on
exercise of Performance Award Rights are not already listed for official quotation and
Shares of IAG are listed at that time, IAG will make application to ASX for official

- quotation of Shares transferred on the exercise of Performance Award Rights as soon as

practicable after the Shares are transferred.



6.1

6.2

6.3

6.4

Participation in future issues
Participation generally

A Holder may only participate in new issues of securities to holders of Shares if the
Performance Award Right has been exercised, if that is permitted by its terms, and the
Shares in respect of the Performance Award Right have been transferred before the record
date for determining entitlements to the issue.

Bonus issues

If IAG makes a bonus issue of shares or other securities pro rata to holders of Shares
(other than an issue in lieu of or in satisfaction of dividends or by way of dividend
reinvestment) and no Shares have been transferred in respect of a Performance Award
Right before the record date for determining entitlements to the bonus issue then the
rights attaching to that Performance Award Right will be altered as follows:

(i) the number of Shares which the Holder is entitled to have transferred on exercise
of the Performance Award Right (S) is determined by the formula:

S=N+(NxR)
where:

" N=  The number of Shares per Performance Award Right which the Holder is
entitled to have transferred on the record date to determine entitlements to
the bonus issue.

R= The number of Shares (including fractions) offered under the bonus issue
for each Share held.

(ii) the exercise price per Share of a Performance Award Right will not be changed.

Share Rights issues

If IAG makes an offer of ordinary shares pro rata to all or substantially all holders of
Shares (whether or not an issue in lieu of or in satisfaction of dividends or by way of
dividend reinvestment) for a subscription price which is less than the market price and no
Shares have been transferred in respect of a Performance Award Right before the record
date for determining entitlements to the issue then the exercise price per Performance
Award Right will not be changed. The number of Shares which the Holder is entitled to
have transferred on exercise of the Performance Award Right will not change.

Aggregation

If Performance Award Rights are exercised simultaneously then the Holder may
aggregate the number of shares or fractions of shares or other securities to which the
Holder is entitled to have transferred under those Performance Award Rights. Fractions
in the aggregate number only will be disregarded in determining the total entitlement to
have transferred. ‘




6.5

Reconstruction

In the event of any reconstruction of the issued ordinary capital of IAG the number of
shares attaching to each Performance Award Right will be reconstructed in the manner
specified below. If the manner is not specified then the Board will determine the
reconstruction. In any event the reconstruction will not result in any additional benefits
being conferred on Holders which are not conferred on shareholders of IAG (subject to
the same provisions with respect to rounding of entitlements as sanctioned by the meeting
of shareholders approving the reconstruction of capital) and in all other respects the terms
for the exercise of Performance Award Rights will remain unchanged.

In the event of any consolidation or sub-division of shares or reduction or cancellation of
capital then the reconstruction will be determined by the following formulae:

(a) Consolidation; and
b) Subdivision:
S=Cx —lz;
A
(©) Reduction of capifal by return of share capital:
S=C

@ Reduction of capital by cancellation of ordinary shares that is either lost or not
represented by available assets:

S=C_;
(e) Pro rata cancellation of fully paid ordinary shares (not within’ (c) or (d)):

B

where
=  The total number of Shares on issue before the capital reconstruction;
= The total number of Shares on issue after the capital reconstruction,;
= The number of Shares which the Holder is entitled to have transferred on
exercise of a Performance Award Right before the reconstruction;
S= The number of Shares which the Holder is entitled to have transferred on

exercise of a Performance Award Right after the reconstruction.



8.1

8.2

10

.11 -

11.1

Lapse

A Holder may request that some or all of the Performance Award Rights held by that
Holder lapse.

Liability for tax

If IAG, or any company in the Group which is the employer or former employer of a
Holder (“Employer Company”), is obliged as a result of a Holder exercising a
Performance Award Right to account to any tax authority for income tax or employment
taxes under any wage withholding or other arrangements or for any other tax, levy or
charge of a similar nature (*Tax”), then the Employer Company is entitled to be

' reimbursed by the Holder for the amounts paid to the tax authority.

Where term 8.1 applies, the Trustee is not obliged to transfer Shares to the Holder on
exercise of the Holder’s Performance Award Right unless IAG is satisfied that
arrangements have been made for reimbursement. The arrangements that IAG may make
include, without limitation, the sale of Shares acquired on exercise of the Holder’s
Performance Award Right.

Advice

IAG must give notice to each Holder of any adjustment to the number of Shares which the
Holder is entitled to have transferred on exercise of a Performance Award Right or the
exercise price per share in accordance with the requirements, if any, of the Listing Rules.

Notices

Where the Board considers it appropriate, electronic notices may be given by IAG to a

~ Holder.

Interpretation

In these terms words and expressions which have a particular meaning under the Trust
Deed have the same meaning and in particular:

IAG means Insurance Australia Group Limited (ABN 60 090 739 923)
ASX means Australian Stock Exchange Limited.

Base Date means the date which is the second Trading Day after the date on which IAG’s
financial results for the twelve month period ending on the 30 June that nmnedlately
precedes the Commencement Date are announced to the ASX.

Board means the board of directors of IAG.

Commencement Date means the date on which the Performance Award Rights are issued
to the Holder in accordance with clause 8.6 of the Trust Deed.

Employee means a person who is a full time or part-time employee of any body corporate
within the Group.




Exercisable Right means a Performance Award Right that is exercisable in accordance
with these terms.

Exercise Period is the period determined in accordance with term 2.1.

Group means JAG and each body corporate that is, from time to time, a subsidiary of
IAG under Division 6 of Part 1.2 of the Corporations Act 2001 (Cth).

Holder means the holder of a Performance Award Right.
Listing Rules means the Listing Rules of ASX.
Market Value means, for a company (including IAG):

(a) on the Base Date, the volume weighted average price at which shares
were traded on ASX in the one week period preceding and including the
Base Date; and

(b) on a Test Day, the volume weighted average price at which shares were
traded on ASX in the 30 day period preceding and including the Test Day.

Peer Group means the group of companies in the S&P/ASX 100 index (as determined by
Standard & Poor's) from time to time with such inclusions and exclusions as may be
determined by the Board from time to time.

Performance Period means the period described in term 2.2A.

Rank means the ranking of IAG measured from time to time during the Performance
Period in accordance with term 2.5.

Retirement in relation to a Holder means retirement by the Holder from employment of
any body corporate in the Group at age 55 or over.

Share means a fully paid ordinary share in IAG.
Test Day means:

() the last Trading Day of each calendar quarter where such Trading Day
falls in the Performance Period; and :

(b) any other day or days in the Performance Period determined by the Board.

Total and Permanent Disablement means that the Holder has, in the opinion of the
Board, after considering such medical and other evidence as it sees fit, become
incapacitated to such an extent as to render the Holder unlikely ever to engage in any
occupation for which he or she is reasonably qualified by education, training or
experience.

Total PARs means the total number of Performance Award Rights allocated under these
terms to the Holder.

Total Shareholder Return as at the Test Day of IAG or a company in the Peer Group
means the total shareholder return of the relevant company determined by reference to:



11.2

11.3

(a) the changes in the Market Value of a relevant share in the company from
the Base Date to the Test Day; and

(b) the value (on a basis determined by the Board from time to time) of any
shareholder benefits (including dividends or any other benefits that the
Board determines from time to time are to be taken into account) paid or
otherwise made available generally to shareholders in the company from the
Base Date to the Test Day.

Trading Day means a business day as defined in the Listing Rules.

Trust Deed means the trust deed dated 12 February 2001 between Insurance Australia
Group Limited ABN 60 090 739 923 and IAG Share Plan Nominee Pty Limited ABN 52
095 125 152, as may be amended from time to time.

Trustee means the trustee of the trust established by the Trust Deed, currently NRMA
Share Plan Nominee Pty Ltd.

In these terms unless the contrary intention appears:
(a) the singular includes the plural and vice versa;

(b) reference to a rule, a statute or other law includes regulations and other
instruments under it and consolidatipns, amendments, re-enactments or
replacements of any of them; and

(c) a reference to a person includes a reference to the person’s legal personal
representatives, executors, administrators and successors, a firm or a body
corporate.

Headings are inserted for convenience and do not affect the interpretation of these terms.
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TRUST DEED

Date: [12 FEBRUARY 2001 AS AMENDED]
Parties: INSURANCE AUSTRALIA GROUP LIMITED (“IAGL”) (ABN 60 090 739
- 923) of 388 George Street, Sydney, NSW
and

IAG SHARE PLAN NOMINEE PTY LIMITED (ABN 52 095 125 152)
of 388 George Street, Sydney, NSW

Recitals: |
A IAGL wishes to establish a trust to give Employees selected by the
Board and Non-Executive Directors of IAGL the opportunity to have
greater involvement with, and share in the future growth and
profitability of, the Group.

B. The Trustee has agreed to act as the first trustee of the Trust and has
agreed to hold shares in relation to the Plan on the terms and
conditions set out in this deed.

Operative provisions:

1 Definitions and interpretation

1.1 The following words and phrases have these meanings in this deed
unless the contrary intention appears:

Acceptance Date means the date the Trustee makes a resolution in
accordance with clause 4.5, 5.5, 6.5 or 7.5, as appropriate, in relation
to an offer.

Account of a Participant means an account referred to in clause 10.

Accretion means any accretion, dividend, distribution, entitlement,
benefit or right of whatever kind whether cash or otherwise which is
issued, declared, paid, made, arises or accrues directly or indirectly to
or in respect of a Share including, without limitation, any such
entitlement relating to a subdivision, consolidation or other
reconstruction, any rights issue, bonus issue, Entitlements Offer, or
distribution from any reserve of IAGL and any reduction of capital.

Allocation Share means a Share allocated under clause 5.

Allocation Share Plan means the terms of the Trust as they apply to
Allocation Shares.

Application Form means a form to offer to acquire Bonus Equity
Shares, Allocation Shares, Equity Shares or NED Shares, as
appropriate, under the Plan in the form determined by the Board from

time to time.
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ASX means Australian Stock Exchange Limited.

Auditor means any person registered as an auditor under the
Corporations Law. '

Board means all or some of the Directors acting as a board of IAGL
or, if the relevant powers or discretions have been delegated by the
Board, the committee or individuals acting as delegates of the Board.

Bonus Equity Share means a Share allocated under clause 4.

Bonus Equity Share Plan means the terms of the Trust as they apply
to Bonus Equity Shares.

Bonus Shares means the shares in respect of the Shares held by the
Trustee on behalf of a Participant issued as part of a bonus issue to
security holders of IAGL.

Cash Dividend means a dividend declared or paid with respect to
Shares which is payable wholly in cash or, in the case of a dividend
declared or paid with respect to Shares which is payable only partly in
cash, that part of the dividend which is payable in cash.

Director means a director of IAGL.

Employee means at the relevant time a permanent full time employee
of a body corporate which is in the Group and a part time, fixed term
or casual employee of the body corporate at that time (including a
director of a body corporate in the Group who holds on a permanent
full time or part time basis salaried employment in a body corporate
which is in the Group).

Equity Share means a Share allocated under clause 6.

Equity Share Plan means the terms of the Trust as they apply to
Equity Shares.

Entitlements Offer means an offer to subscribe for or otherwise
acquire issued or unissued securities, whether of IAGL or any other

body.
Event means:

(a) a takeover bid is made to the holders of issued ordinary fully
paid shares in IAGL (other than as a result of an allotment or
transfer approved by the Board);

(b) a statement is lodged with the ASX to the effect that a person
has become entitled to not less than 15% of the total number of
votes attaching to voting shares in IAGL (other than as a result
of an allotment or transfer approved by the Board);

(© pursuant to an application made to the Court, the Court orders
a meeting to be held in relation to a proposed compromise or



arrangement for the purpose of or in connection with a scheme
for the reconstruction of IAGL or its amalgamation with any
other companies;

(d) TAGL passes a resolution for voluntary winding up; or
(e) an order is made for the compulsory winding up of IAGL.

Executive means an Employee whom the Board determines to be in an
executive position.

Group means IAGL and each body corporate that is a subsidiary of
IAGL under Division 6 of Part 1.2 of the Corporations Law.

Listing Rules means the Listing Rules of ASX as published from time
to time, as amended by either a ruling or waiver given by the ASX to
IAGL.

NED Share means a Share allocated under clause 7.

NED Share Plan means the terms of the Trust as they apply to NED
Shares.

Net Income means, in respect of a financial year of the Trust, an
amount which the Trustee determines to be the “net income” (as
defined in Section 95 of the Income Tax Assessment Act 1936) of the
Trust for the Year of Income.

IAGL means Insurance Australia Group Limited (ABN 60 090 739 923).

TIAGL shares or shares means fully paid ordinary shares in the capital
of IAGL.

Non-Executive Director means a Director who is not an Executive.

Offer Closing Date means the date for receipt of Applications by
Executives to participate in the Performance Award Rights Plan as
specified in the Application Form.

Participant means a Participating Employee (including an Executive)
or Participating Director, or both of these, as appropriate.

Participating Director means a Non-Executive Director who is
participating, or who has been invited and has applied to participate, in
the Plan in accordance with clause 7.

Participating Employee means an Employee (including an Executive)
who is participating, or who has been invited and has applied to
participate, in the Plan in accordance with clause 4, 5, 6, or 8.

Performance Award Rights means the rights issued under clause 8.

Performance Award Rights Plan means the terms of the Trust as
they apply to Performance Award Rights. -



Plan means one or all of the Bonus Equity Share Plan, Allocation
Share Plan, Equity Share Plan, NED Share Plan and the Performance
Award Rights Plan, as the context requires.

Restriction Period means, in respect of a Plan, the period specified by
the Board at the time of the invitation referred to in clause 4.1 or 5.1,
6.1 or 7.1, as appropriate.

Retirement in relation to a Participating Employee means retirement
by the Participating Employee from employment of any body corporate
in the Group at age 55 or over.

Shares means:

(a) the ordinary fully paid shares in the capital of IAGL or any
other financial instrument or security allocated to a Participant
in accordance with clauses 4, 5, 6, 7 and 8 of this deed; and

(b) Bonus Shares which are deemed to be Shares by virtue of the
terms of Bonus Equity Shares, Allocation Shares, Bonus
Equity Share Shares, NED Shares or Performance Award
Rights.

Share Rights means any rights to acquire shares or securities issued or
to be issued by IAGL.

Tax means all kinds of taxes, duties, imposts, deductions, charges and
withholdings imposed by a government, together with interest and
charges.

Transaction Costs means, in respect of a Share, the Trustee’s estimate
of the reasonable cost that the Trustee would incur if the Trustee had
acquired the share on market on the date of allocation of the Share.

Total and Permanent Disablement in relation to a Participant means
that the Participant has, in the opinion of the Board:

(a) after considering such medical and other evidence as it sees
fit, become incapacitated to such an extent as to render the
Participant unlikely ever to engage in any occupation for
which he or she is reasonably qualified by education, training
OT EXPETIENcE;

(b) been continuously absent from all active work for a period of
at least six months and has been required to participate in a
rehabilitation program; or

(c) been classified as having total and permanent invalidity or
disability in accordance with the superannuation provision
relevant to any Participant.

Trust means the trust established by this deed.




1.2

1.3

Trustee means initially IAG Share Plan Nominee Pty Limited and
thereafter means the trustee from time to time of the Trust.

Year of Income means a period of 12 months ending on 30 June in
any year and includes the period commencing on the date of this deed
and terminating on the next 30 June and the period ending on the date
of termination of the Trust and commencing on the preceding 1 July.

In this deed, unless the contrary intention appears:
(a) the singular includes the plural and vice versa;

(b) a reference to a recital, this deed or a clause means the recital,
this deed or the clause as amended from time to time in
accordance with this deed;

() a reference to a rule, statute, or other law includes regulations

and other instruments under it and consolidations,
amendments, re-enactments or replacements of any of them,
and ‘

() a reference to a person includes a reference to the person’s
legal personal representatives, executors, administrators and.
successors, a firm or a body corporate.

Headings are inserted for convenience and do not affect the
interpretation of this deed.

2 Establishment of Trust

2.1

22

23

3 Trustee

IAG Share Plan Nominee Pty Limited is hereby appointed by IAGL
and agrees to act as Trustee of the Trust on the terms of this deed.

The Trust comes into operation on the date of the first contribution of
capital to the Trust by IAGL.

The Trust shall be known as The IAG Share and Performance Award
Rights Plans Trust.

Nature, appointment and removal

3.1

The Trustee ceases to be the Trustee when:
(a) either:

1) the Trustee gives notice in writing to IAGL that it
wishes to retire as Trustee; or

(i1) IAGL serves notice in writing on the Trustee that it is
removed as Trustee of the Trust; and

(b) a new Trustee is appointed.




Transfer of assets

Powers of Trustee

3.2

33

34

On the retirement or removal of the Trustee, IAGL may appoint such
new Trustee as it thinks fit.

On a change of Trustee, the retiring Trustee must execute all transfers,
deeds or other documents necessary to transfer assets into the name of
the new Trustee.

Subject to this deed, the Trustee has all the powers in respect of the
Trust that it is legally possible for a Trustee to have as a body
corporate and, for the avoidance of doubt, these powefs are 1n addition
to all the powers invested in trustees by the Trustee Act 1925 (NSW)
and (to the maximum extent permitted by law) are not subject to any
restrictions on the powers of trustees that may be imposed under the -
Trustee Act 1925 (NSW). For example the Trustee has the following
powers:

(a) to enter into and execute all contracts, deeds and documents
and do all acts or things which it deems expedient for the
purpose of giving effect to and carrying out the trusts, powers
and discretions conferred on the Trustee by this deed;

(b) to subscribe for, purchase or otherwise acquire and to sell or
otherwise dispose of property, rights or privileges which the
Trustee is authorised to acquire or dispose of on terms and
conditions which it thinks fit;

(©) to appoint and, at its discretion, remove or suspend custodians,
trustees, managers, servants and other agents, determine the
powers and duties to be delegated to them, pay such
remuneration to them as it thinks fit and any person so
employed or engaged is deemed for the purpose of the deed to
be employed or engaged by the Trustee;

(d) to institute, conduct, defend, compound or abandon any legal
proceeding concerning the Trust and also to settle or
compromise and allow time for payment or satisfaction of any
debts due and of any claims or demands by or against the
Trustee in respect of the Trust;

(e) to refer any claim or demand by or against the Trustee in
respect of the Trust to arbitration and observe and perform
awards;

® to make and give receipts, releases and other discharges for

money payable to the Trust,

(g) to open bank accounts and to retain on current or deposit
account at any bank any money which it considers proper and
to make regulations for the operation of those bank accounts
including the signing and endorsing of cheques;




(b)

(M)

®

(k)

Instructions by Participants

to sell any Share Rights and apply the proceeds of sale in
accordance with this deed;

to take and act upon the advice or opinion of any legal
practitioner (whether in relation to the interpretation of this
deed, any other document or statute or as to the administration
of the trusts hereof) or any other professional person and
whether obtained by the Trustee or not, without being liable in
respect of any act done by it in accordance with such advice or
opinion;

to determine who is entitled to sign on the Trustee’s behalf
receipts, acceptances, endorsements, releases, contracts and
documents; and

generally to do all acts and things which the Trustee considers
necessary or expedient for the administration, maintenance and
preservation of the Trust and in performance of its obligations
under this deed.

3.5 For the purposes of this deed, the Trustee is entitled to regard as valid
an instruction, consent or other authorisation given or purported to be
given by a Participant, whether in writing and signed by or purporting
to be signed by the Participant or in any other form approved by the

Board.

Remuneration of Trustee

3.6 The Trustee is not entitled to receive from the Trust any fees,
commission or other remuneration in respect of its office, but IAGL
may pay to the Trustee from IAGL’s own resources such fees and
reimburse such expenses incurred by the Trustee as IAGL and the
Trustee agree from time to time. The Trustee is entitled to retain for
its own benefit any such fee or reimbursement.

No security

3.7 Neither the Trustee nor IAGL may use as security the Shares held by

the Trustee on behalf of a Participant.

Conflict of interest

3.8 A person who is a director of the Trustee may, except where prohibited
by the Corporations Law, act in that capacity notwithstanding a
conflict of interest or duty. .

3A Maximum number of shares issued under a Plan Trustee

Allocation Shares, Equity Shares, Bonus Equity Shares, NED Shares
and Shares over which Performance Award Rights are granted must
not be issued by IAGL, if immediately following the proposed issue:

(@)

the number of shares proposed to be issued; plus



(b) the number of Allocation Shares, Equity Shares, Bonus Equity
Shares, NED Shares and Shares over which Performance
Award Rights issued by IAGL for a Plan in the period of 5
years preceding the time of the proposed issue; plus

(©) the number of shares issued by IAGL for every other employee
incentive scheme of IAGL in the period of 5 years preceding
the time of the proposed issue; plus

(@ the number of shares that would be issued if all options issued
for every other employee incentive schemes of IAGL in the
period of 5 years preceding the time of the proposed issue by
IAGL of Shares for this Plan were exercised (excluding those
Share Rights issued under employee incentive schemes of
TAGL which have lapsed),

would exceed 5% of the number of shares in the issued capital of
IAGL immediately following the proposed issue.

4  Grant of Bonus Equity Shares

. Participation
4.1
Terms of Bonus Equity Sha
' 4.2

In its absolute discretion, the Board may invite an Employee to
participate in the Plan and invite the Employee to make an offer to the
Trustee for Bonus Equity Shares. In determining the number of Bonus
Equity Shares to which the invitation relates, the Board may have
regard to the Transaction Costs in relation to the Bonus Equity Shares.

res

Bonus Equity Shares allocated under this Plan must be on the terms set
out in schedule 1 of this deed, unless the Board determines otherwise
in its absolute discretion.

No cost to Participating Employee

4.3

Offer
4.4

4.5

4.6

A Participating Employee is not liable to make any payment on
acceptance of an offer for Bonus Equity Shares.

Following an invitation under clause 4.1, an offer by the Employee to
the Trustee for Bonus Equity Shares must be made on an Application
Form, or in any other form approved by the Board, on or prior to the
Acceptance Date.

The offer made by the Participating Employee is accepted by the
Trustee resolving to grant Bonus Equity Shares in accordance with the
Plan by allocating Shares to the Account established for the

Participating Employee.

By making the offer for Bonus Equity Shares, the Participating
Employee agrees to be bound by the terms of this deed and the
constitution of IAGL.




5 Grant of Allocation Shares

Participation .

5.1 In its absolute discretion, the Board may invite an Employee to
participate in the Plan and invite the Employee to make an offer to the
Trustee for Allocation Shares. In determining the number of
Allocation Shares to which the invitation relates, the Board may have
regard to the Transaction Costs in relation to the Allocation Shares.

Terms of Allocation Shares
: 52 Allocation Shares allocated under this Plan must be on the terms set
out in schedule 2 of this deed, unless the Board determines otherwise
in its absolute discretion.

No cost to Participating Employee
53 A Participating Employee is not liable to make any payment on
acceptance of an offer for Allocation Shares.

Offer
5.4 Following an invitation under clause 5.1, an offer by the Employee to
the Trustee for Allocation Shares must be made on an Application
Form, or in any other form approved by the Board, on or prior to the
Acceptance Date.

5.5 The offer made by the Participating Employee is accepted by the
Trustee resolving to grant Allocation Shares in accordance with the
Plan by allocating Shares to the Account established for the
Participating Employee.

5.6 By making the offer for Allocation Shares, the Participating Employee
agrees to be bound by the terms of this deed and the constitution of
TIAGL.

6  Grant of Equity Shares

Participation ‘
6.1 In its absolute discretion, the Board may invite an Employee to
participate in the Plan and invite the Employee to make an offer to the
Trustee for Equity Shares. In determining the number of Equity
Shares to which the invitation relates, the Board may have regard to
the Transaction Costs in relation to the Equity Shares.
Terms of Equity Shares

6.2 Equity Shares allocated under this Plan must be on the terms set out in
schedule 3 of this deed, unless the Board determines otherwise in its
absolute discretion.

No cost to Participating Employee
6.3 A Participating Employee is not liable to make any payment on

acceptance of an offer for Equity Shares.

i i



Offer

6.4

6.5

6.6

Following an invitation under clause 6.1, an offer by the Employee to
the Trustee for Equity Shares must be made on an Application Form,
or in any other form approved by the Board, on or prior to the
Acceptance Date.

The offer made by the Participating Employee is accepted by the
Trustee resolving to grant Equity Shares in accordance with the Plan
by allocating Shares to the Account established for the Participating
Employee.

By making the offer for Equity Shares, the Participating Employee
agrees to be bound by the terms of this deed and the constitution of
IAGL.

7 Grant of NED Shares

Participation
7.1
Terms of NED Shares
7.2

The Board may invite a Non-Executive Director to participate in the
Plan and invite the Non-Executive Director to make an offer to the
Trustee for NED Shares. In determining the number of NED Shares to
which the invitation relates, the Board may have regard to the
Transaction Costs in relation to the NED Shares.

NED Shares allocated under this Plan must be on the terms set out in
schedule 4 of this deed, unless the Board determines otherwise in its
absolute discretion.

No cost to Non-Executive Director

Offer

7.3

7.4

7.5

7.6

A Non-Executive Director is not liable to make any payment upon the
acceptance of an offer for NED Shares under the Plan.

Following an invitation under clause 7.1, an offer by the Non-
Executive Director to the Trustee for NED Shares must be made on an
Application Form, or in any other form approved by the Board, on or
prior to the Acceptance Date.

The offer made by the Participating Director is accepted by the Trustee
resolving to grant the NED Shares in accordance with the Plan by
allocating Shares to the Account established for the Participating
Director.

By making the offer for NED Shares the Participating Director agrees
to be bound by this deed and the constitution of IAGL.

8 - Grant of Performance Award Rights




Invitation to participate ,
8.1 In its absolute discretion, the Board may invite an Executive to
participate in the Plan and invite the Executive to make an offer to the
Trustee for Performance Award Rights.

8.2  Indetermining whether to make an invitation to an Executive under
clause 8.1 and determining the terms of such invitation, the Board may
have regard to: ‘

(a) the position in IAGL held or to be held by the Executive;
(b) the Executive ’s length of service with IAGL;
() the contribution made by the Executive to IAGL;

d the potential contribution to be made by the Executive to

IAGL; and
(e any other matters which the Board considers relevant,
Terms of Rights
8.3 . The Performance Award Rights granted under this Plan must be on the
terms set out in schedule 5 of this deed, unless the Board determines
otherwise in its absolute discretion.
Offer

8.4 The offer by the Executive to the Trustee for Performance Award-
Rights must be made on an Application Form and include the
following details:

(a) the name of the Executive;

(b) the nature and number of Performance Award Rights being
offered;

(c) the closing date for the offer of the Performance Award Rights;
and

(d the terms of grant determined by the Board under clause 8.3.

8.5 To make an offer to the Trustee following an invitation to an
Executive under clause 8.1, an Executive must:

(a) complete and sign the appropriate Application Form in respect
of a number of Performance Award Rights which is not greater
than the number of Performance Award Rights which the
Executive is invited to acquire and not less than the minimum
number (if any) specified in the invitation; and

(b) return the completed and signed Application Form to the |
Trustee on or prior to the Offer Closing Date. '

8.6 The offer made by an Executive for Performance Award Rights is
accepted by the Trustee by resolving to grant the Rights in accordance
with the Plan.

R S



8.7 By making the offer for a Performance Award Right, the Executive
agrees to be bound by this deed and the constitution of IAGL.

Legal personal representative
' 8.8 A legal personal representative of the Performance Award Right

Holder may be recognised by the Trustee as a holder of an
Performance Award Right Holder’s Performance Award Rights in
circumstances where either the Performance Award Right Holder has
died or the Performance Award Right Holder’s estate is liable to be
dealt with under the laws relating to mental health, on the production
to the Trustee of documents or other evidence which the Trustee may
reasonably require to establish the entitlement of the legal personal
representative.

9  Acquisition and allocation of Shares by Trustee

Trustee to acquire or allocate shares for Bonus Equity Shares, Allocation Shares, Equity
Shares, NED Shares and Performance Award Rights
9.1 Subject to the Trustee:

(a) receiving sufficient payment (whether being the proceeds of a
loan provided to the Trustee by IAGL or payment from IAGL);

b) having sufficient funds or shares in the Trust; or

(c) receiving or having sufficient funds or shares from a
combination of (a) and (b) above,

the Trustee must allocate shares to the Account established for the
Participant in order to grant:

(d) Bonus Equity Shares under clause 4; or
(e) Allocation Shares under clause 5;

® Equity Shares under clause 6;

(g NED Shares under clause 7.

9.2 The Trustee may acquire Shares for the purpose of granting Bonus
Equity Shares, Allocation Shares, Equity Shares, NED Shares and
Performance Award Rights from time to time. Shares acquired in.
accordance with this clause are to be registered in the name of the
Trustee on acquisition.

Legal and beneficial interest of Participants in Shares

93 Shares allocated in accordance with clause 9.1 in order to grant Bonus
Equity Shares, Allocation Shares, Equity Shares and NED Shares must
be held on the terms of this deed by the Trustee on behalf of the
relevant Participant who is the beneficial owner of the Shares subject
to the terms of the Plan under which the shares were allocated. All




interests and benefits to be held by the Trustee on behalf of a
Participant under this deed are strictly personal to that Participant.

For avoidance of any doubt, a Participant has no legal or beneficial
interest in a Share by virtue of acquiring or holding a Performance
Award Right. The Participant’s rights under the Performance Award
Right are purely contractual and personal.

Nothing in this deed confers or is intended to confer on IAGL, any
charge, lien or any other proprietary right or proprietary interest in the
Shares acquired by the Trustee under this clause 9 in relation to any
Bonus Equity Shares, Allocation Shares, Equity Shares, NED Shares
or Performance Award Rights. The rights of IAGL under this deed are
purely contractual.

The Trustee must open and maintain an account in respect of each
Participant.

Each account must record:

(a) the number of Bonus Equity Shares, Allocation Shares, Equity
Shares, NED Shares and Performance Award Rights which
each relevant Participant has been granted or to which they are
entitled, as appropriate;

(b) - the date of acquisition of Bonus Equity Shares, Allocation
Shares, Equity Shares, NED Shares or Performance Award
Rights which each relevant Participant has been granted or to
which they are entitled as appropriate; and

() the number of Bonus Shares (if any) to which each Participant
is entitled.

9.4
Rights of IAGL in Shares
9.5
10 Accounts
10.1
10.2
11  Payments
11.1
11.2

Subject to the terms of this deed, the Trustee may make any payment
in relation to Shares to a Participant in the manner directed by the
Participant, or otherwise as the Trustee determines is appropriate,
including, but not limited to, dividends and returns of capital.

Subject to the terms of this deed, the Trustee may deduct from any
amount to be paid to a Participant an amount on account of Tax
payable or anticipated to become payable by the Trustee, including by
the Trustee on behalf of the Participant directly or indirectly in relation
to a Share held on behalf of the Participant.



12  Notices

12.1

12.2

13 Audit

Any notice to be given by the Trustee shall be deemed to have been
duly given if: ' ‘

(a sent by electronic mail; or
(b) sent by ordinary prepaid mail,
and shall be deemed to have been served:

(c) if sent by electronic mail or delivered, at the time of delivery
or sending;

(d) if posted, three days after the date of posting, excluding
Saturdays, Sundays and public holidays but, if the address of
any Participant is outside Australia, then 7 days shall be
substituted for three days for any notice given to or by that -
Participant.

Delivery, transmission and postage shall be to the address of any
Participant as indicated on the application form or such other address
as the Trustee or any Participant may notify to the other.

13.1

13.2

13.3
13.4

13.5

The Trustee shall keep or cause to be kept true accounts of all sums of
money received and expended by or on behalf of the Trust and the
matters in respect of which such receipt and expenditure takes place
and of all sales and purchases of shares and of the assets and liabilities

of the Trust.

The books of account of the Trust shall be maintained at the registered
office of IAGL and shall be available for inspection by Participants
during normal business hours free of charge upon prior written request.

The Trustee shall appoint an Auditor of the Trust.

The Trustee shall cause the books of account to be audited annually by
the Auditor of the Trust.

The Trustee must ensure that the Auditor of the Trust has access to all
papers, accounts and documents concerned with or relating to the
Trust.

14  Income and capital distributions

Bonus Equity Shares
14.1

A Participating Employee is presently entitled to so much of the Net
Income of the Trust for a Year of Income which is attributable to:

(a) the Bonus Equity Shares held by the Trustee on behalf of the
Participating Employee;




Allocation Shares

14.2
Equity Shares

14.3
NED Shares

14.4

Balance of Net Income
14.5

(b)

(©)

the proceeds of sales arising from the sale of Share Rights by
the Trustee on behalf of the Participating Employee; and

transactions or events related to Bonus Equity Shares or
property related to or arising from Bonus Equity Shares held
by the Trustee on behalf of the Participating Employee.

A Participating Employee is presently entitled to so much of the Net
Income of the Trust for a Year of Income which is attributable to:

(a)

(b)

(c)

the Allocation Shares held by the Trustee on behalf of the

Participating Employee;

the proceeds of sales arising from the sale of Share Rights by
the Trustee on behalf of the Participating Employee; and

transactions or events related to Allocation Shares or property
related to or arising from Allocation Shares held by the Trustee
on behalf of the Participating Employee.

A Participating Employee is presently entitled to so much of the Net
Income of the Trust for a Year of Income which is attributable to:

(a)

(b)

©

the Equity Shares held by the Trustee on behalf of the
Participating Employee;

the proceeds of sales arising from the sale of Share Rights by
the Trustee on behalf of the Participating Employee; and

transactions or events related to Equity Shares or property
related to or arising from Equity Shares held by the Trustee on
behalf of the Participating Employee.

A Participating Director is presently entitled to so much of the Net
Income of the Trust for a Year of Income which is attributable to:

(a)

(®)

©

the NED Shares held by the Trustee on behalf of the
Participating Director;

the proceeds of sales arising from the sale of Share Rights by
the Trustee on behalf of the Participating Director; and

transactions or events related to NED Shares or property
related to or arising from NED Shares held by the Trustee on

behalf of the Participating Director.

The balance of the Net Income of the Trust for a Year of Income to
which no Participant is presently entitled in accordance with clauses
14.1, 14.2, 14.3 or 14.4 may, subject to compliance with any
restrictions applicable by statute, common law or equity or the Listing



15

14.6

14.7

Amendment

Rules, be applied, in whole or in part, for the benefit of one or more of
the following beneficiaries as the Trustee thinks fit:

(a) an Employee (other than a director of a body corporate in the

Group);

b) a Participant (other than a director of a body corporate in the
Group);

(c) a provident, benefit, superannuation or retirement fund

established and maintained by IAGL;

(d) an employee share or option trust established for the benefit of
all or any Employees of IAGL,;

(e) a trust established and maintained for the benefit of all or any
Employees of IAGL; or

€3] any charity nominated by the Trustee.

The balance of the Net Income of the Trust for a Year of Income to
which no Participant is presently entitled in accordance with clause
14.1, 14.2, 14.3 or 14.4 and not applied in accordance with clause 14.5
may be accumulated by the Trustee as an Accretion to the Trust.

The Trustee may, prior to the termination of the Trust as set out in
clause 19.1, if it thinks fit, apply that part of the capital of the Trust to
which no Participant would be entitled as set out in clause 19 if the
Trust was terminated at that time, in one or more of the following:

(a) in payment of any costs and expenses incurred by the Trustee
in the execution or purported execution of the Trust or any of
the powers, authorities or discretions vested in the Trustee; or

(b) for the benefit of any of the following beneficiaries as the
Trustee thinks fit:

(1) an Employee;
(i1) a Participant; or

(iii)  a provident, benefit, superannuation or retirement fund
established and maintained by IAGL.

15.1

15.2

Subject to clauses 15.2 and 15.3, IAGL may at any time by written
instrument or by resolution of the Board, amend all or any of the
provisions of this deed (including this clause 15).

No amendment of the provisions of this deed is to reduce the rights of
any Participant in respect of Bonus Equity Shares, Allocation Shares,
Bonus Equity Share Shares, NED Shares or Performance Award
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15.4

Rights credited to the Account of the Participant prior to the date of
the amendment, other than an amendment introduced primarily:

(a) to enable the Trustee or IAGL to take into account any changes
to the system of taxation in Australia, including any proposed
changes to the system of taxation in Australia, as a result of the
Government’s adoption of any recommendations made in the
Report of the Review of Business Taxation submitted to the
Government by the Ralph Committee;

" (b) for the purpose of complying with or conforming to present or

future State, Territory or Commonwealth legal requirements
governing or regulating the maintenance or operation of the
Plan or like plans;

(©) to correct any manifest error or mistake;

(d) to enable contributions or other amounts paid by any body
corporate in the Group to the Trust to qualify as income tax
deductions for that body corporate or any other body corporate
in the Group; or

(e) to enable the Trustee or any body corporate in the Group to
comply with the Corporations Law or the Listing Rules.

No amendment may be made except in accordance with and in the
manner (if any) stipulated by the Listing Rules.

Subject to the above provisions of this clause 15, any amendment
made pursuant to clause 15.1 may be given such retrospective effect as
is specified in the written instrument or resolution by which the

amendment is made.

16  Obligations and indemnity of the Trustee

16.1

16.2

16.3

Without derogating from the right of indemnity given by law to
trustees, IAGL hereby covenants with the Trustee that it will
indemnify and keep indemnified the Trustee in respect of all liabilities,
costs and expenses incurred by the Trustee in the execution or
purported execution of the Trust or any of the powers, authorities or
discretions vested in the Trustee and from and against all actions,
proceedings, costs, claims and demands in respect of any matter or
thing done or omitted other than a claim arising out of the Trustee’s
negligence, dishonesty or the Trustee wilfully or knowingly being a
party to a breach of trust..

The Trustee shall not be under any liability whatsoever except for its
negligence, dishonesty, fraud or wilful default or except for the
negligence, default or wilful breach of trust committed by any of its
employees or agents acting as such.

Subject to clause 16.4, nothing in clause 16.1 enables the Trustee to
recover any liabilities, costs and expenses from any Participant.
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16.5

The Trustee is entitled to be indemnified by a Participant in respect of
any Tax payable by the Trustee in respect of Shares held by the
Trustee on behalf of the Participant.

Except as expressly provided in this deed, the Trustee will have no
right of indemnity from a Participant personally.

17  Administration of the Plan

17.1

17.2

17.3

17.4

17.5

17.6

The Plan will be administered by the Trustee and the Board in
accordance with this deed. The Board may make further rules for the
operation of the Plan which are consistent with this deed.

Any power or discretion which is conferred on the Board by this deed
must be exercised by the Board in the interests or for the benefit of
IAGL, and the Board is not, in exercising any such power or
discretion, under any fiduciary or other obligation to any other person.

Any power or discretion which is conferred on the Board by this deed
may be delegated by the Board to a committee consisting of such
Directors and/or other officers and/or employees of IAGL or a related
body corporate of IAGL or to a third party and for such periods and on
such conditions as the Trustee, IAGL or the Board, as the case may be,
thinks fit.

The decision of the Board as to the interpretation, effect or application
of this deed will be final and conclusive.

The Trustee and IAGL may each, from time to time, require a
Participant to complete and return such other documents as may be
required by law to be completed by the Participant or such other
documents which the Trustee or IAGL considers should, for legal or
taxation reasons, be completed by the Participant.

The Board may from time to time suspend the operation of the Plan
and may at any time cancel the Plan. The suspension or cancellation
of the Plan will not prejudice the existing rights of Participants.

18  Rights of Participants

18.1

Except as expressly provided in this deed, nothing in this deed:
(a) confers on any Employee the right to receive any Shares;

(b) confers on any Participant the right to continue as an employee
of any body corporate in the Group;

(©) affects any rights which any body corporate in the Group may
have to terminate the employment of any Employee;

(@ may be used to increase damages in any action brought against
any body corporate in the Group in respect of any such .
termination; or




(e) confers on an Executive or Employee any expectation to
become a Participant.

19  Termination of Trust

19.1

19.2

193

The Trust will terminate and be wound up as provided below upon the
first to occur of the following events:

(a) an order being made or an effective resolution being passed for
the winding up of IAGL (other than for the purpose of
amalgamation or reconstructiony;

(b) the Board determining that the Trust is to be wound up; and
(c) the day before the 80th anniversary of the date of this deed.

If the Trust is terminated, the Trustee must transfer to each Participant
the Bonus Equity Shares, Allocation Shares, Bonus Equity Share
Shares and NED Shares standing to the credit of the Account of the
Participant.

The balance of the capital or income of the Trust to which no
Participant is entitled in accordance with clause 14 may be applied in
whole or in part for the benefit of one or more of the following
beneficiaries as the Trustee thinks fit:

(a) an employee share or option trust established for the beneﬁt of
all or any Employees of IAGL,;

(b) a provident, benefit, superannuation or retirement fund
established and maintained by IAGL;

©) a trust established and maintained for the benefit of all or any
Employees of IAGL; or

@ any charity nominated by the Trustee.

20 Sale and Indemnity

20.1

The Board may, at the time of offer of a Bonus Equity Share,
Allocation Share, Bonus Equity Share or NED Share to a Participant,
provide that the Participant is required to reimburse IAGL in the event
that IAGL or any member of the Group is obliged to account for tax in
connection with, or as a result of the grant or transfer of Bonus Equity
Shares, Allocation Shares, Bonus Equity Share Shares or NED Shares
to the Participant. The Board may determine the manner in which
reimbursement is to occur, including without limitation by sale of the
Shares held on behalf of the Participant.



21 Governing law, jurisdiction and process

21.1  This deed will be governed by the laws of New South Wales and will
be construed and take effect in accordance with those laws.

EXECUTED as a deed
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Schedule 1 - Bonus Equity Shares Terms

1. Registration of and beneficial interest in Bonus
Equity Shares

1.1 Bonus Equity Shares allocated to a Participating
Employee under the Plan are to be registered in the
name of the Trustee and are to be held on the terms of
this deed by the Trustee until transferred under term
12. The Participating Employee will be the beneficial
owner of the Bonus Equity Shares from the time of
allocation.

1.2 By making an offer for Bonus Equity Shares in
accordance with clause 4 of this deed, a Participating
Employee agrees to be bound by the trust deed for the
IAGL Bonus Equity Share Plan and the constitution of

IAGL.
2. Interpretation
2.1 Restriction Period for a Bonus Equity Share means

the period commencing at the date of allocation of the
Bonus Equity Share in accordance with clause 4.5 and
ending on the earliest of:

(a) the final day of the period prescribed by the
Board at the time of the invitation;

(b)  the day the Participating Employee is no
longer employed by any of the following:

(i) by a member of the Group; or

(ii) unless the Board otherwise determines,
the employer of the Participating
Employee at the date of allocation of the
Bonus Equity Share; or

(c) the day the Trustee notifies the Participating
Employee that the Board has determined that
an Event has occurred.

3. Right to dividends

3.1 Subject to the terms of this deed, a Participating
Employee is entitled to receive all Cash Dividends
paid on their Bonus Equity Shares.




4.1

42

4.3

4.4

5.1

5.2

Bonus Shares

Subject to term 4.2, a Participating Employee is
entitled to any Bonus Shares which accrue to the
Shares held by the Trustee on behalf of that
Participating Employee.

The Bonus Shares must be registered in the name of
the Trustee and held in trust by the Trustee on behalf
of the Participating Employee, who will be the
beneficial owner of the Bonus Shares.

Upon allotment to the Trustee:

(a) Bonus Shares are deemed to be Shares for the
purposes of this deed; and

(b)  Bonus Shares issued in réspect of Bonus
Equity Shares are deemed to be Bonus Equity
Shares for the purposes of this deed.

The Bonus Shares will for the purpose of determining
the Restriction Period be deemed to be acquired on a
date determined by the Board.

Share Rights

The Trustee will send a notice to a Participating
Employee of any Share Rights which accrue to Bonus
Equity Shares held by the Trustee on behalf of that
Participating Employee.

~ Within 7 days of receiving the notice referred to in

term 5.1, the Participating Employee may provide the
Trustee with either:

(a) written instructions in the form (if any)
prescribed by IAGL to sell some or all of the
Share Rights to the extent permitted by law; or

(b) (i) written instructions in the form (if any)
prescribed by IAGL to acquire, to the
extent permitted by law, some or all of the
shares or securities in IAGL to which the
Share Rights relate; and

(ii) payment of an amount equal to the cost of
accepting the Share Rights entitlement
plus, if the Trustee so requires, such
additional amount as the Trustee
estimates (and notifies to the Participating
Employee) to be the cost of transferring
the shares or securities to the Participating
Employee.
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5.4

5.5

5.6

6.1

If the Participating Employee does not give a notice
under term 5.2, the Trustee is entitled to sell the
Rights.

Subject to term 5.5, if the Trustee sells the Share
Rights in accordance with term 5.2 or term 5.3, the
Trustee must distribute the proceeds of the sale (after
deduction of the costs of sale incurred by the Trustee)
to the Participating Employee.

If the Trustee acquires, on behalf of the Participating
Employee, a specified number of shares or securities
pursuant to the Share Rights in accordance with term
5.2(b), the Trustee will transfer those shares or
securities to the Participating Employee. The Trustee
may make it a condition of transfer that the
Participating Employee pay the cost of transfer
(including stamp duty).

Where the Trustee sells the Share Rights (regardless
of whether instructed by the Participating Employee
or not), the Trustee:

(a) " hasno obligation to maximise the sale price of
the Share Rights;

(b) - may aggregate Share Rights to be sold in
blocks of Share Rights; and

©) in relation to its obligation to pay the proceeds
of sale to the Participating Employee may
attribute a sale price to each Share Right sold
equal to the aggregate price for each Share
Right sold in a block of Share Rights.

Other accretions

If an Accretion arises in respect of a Share other than
by way of:

(a)  Cash Dividend;
(b)  Bonus Shares; or
(c)  Share Rights,

the Trustee may, in its absolute discretion, decide to
transfer, or provide the benefit of, all or such part of
the Accretion as the Trustee determines to the
Participating Employee.
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7.2

8.1

9.1

10.
10.1

Voting right

IAGL will make arrangements with the person
charged with maintaining the IAGL Share Register
from time to time to have the notices (including the
IAGL annual report), or copies of them, that are sent
to the registered holders of shares sent to the
Participating Employee as well, so far as is
practicable, relevant and lawful.

The Trustee and IAGL, will enable, so far as
practicable, relevant and lawful, the appointment of
the Participating Employee or the Participating
Employee’s nominees (but no more than 2 other
persons) as the Trustee’s attorney within the time
period allowed, and in the manner required, by
IAGL’s constitution in order to exercise the votes
attached to the Bonus Equity Shares held by the
Trustee on behalf of the Participating Employee.

Right to attend, speak etc

The appointment of a Participating Employee or the
Participating Employee’s nominees as the Trustee’s
attorney as referred to in term 7.2 will, so far as
practicable, relevant and lawful, entitle the
Participating Employee or nominee (as the case may
be) to attend and speak and demand a poll or join in
demanding a poll at the relevant meeting of members
(or class of members) of IAGL, and to consent to
short notice of such meeting and any resolution to be

- considered thereat.

Failure to provide information

IAGL and the Trustee will not be liable for the
accidental omission to give notice of any meeting or
confirmation or the non-receipt of that notice and
confirmation by any Participating Employee nor will
that invalidate or breach the provisions of term 7.1 or
7.2.

How Trustee votes

The Trustee will only cast a vote on any resolution in
respect of Shares through its attorneys (or their
nominees) appointed pursuant to term 7.2.



11.

11.1

12,

12.1

12.2

123

12.4

No claim

A Participating Employee will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee or IAGL of a power, discretion or
determination under terms 7 to 10.

Transfer of Bonus Equity Shares

The Trustee must not assign, transfer, sell, encumber
or otherwise deal with a Bonus Equity Share except in
the circumstances set out in this term 12 or unless
compelled by law.

The Participating Employee must not assign, transfer,
sell, encumber or otherwise deal with a Bonus Equity
Share or any legal or beneficial interest in a Bonus
Equity Share:

(a) unless and until the Bonus Equity Share has
been transferred to the Participating Employee
in accordance with this term 12; or

(b)  except in the circumstances set out in this term
12.

At the end of the Restriction Period, a Participating
Employee has until the day 2 months from the end of
the Restriction Period to either:

(@)  give the Trustee a notice that the Participating
Employee wishes to arrange through the
Trustee the sale of all of the Bonus Equity
Shares held by the Trustee on behalf of the
Participating Employee; or

(b)  give the Trustee a notice to transfer the Bonus
Equity Shares held on behalf of the
Participating Employee to the Participating
Employee.

Where the Trustee sells the Bonus Equity Shares
under this term 12, the Trustee:

(a) has no obligation to maximise the sale price of
the Bonus Equity Shares;

(b) may sell the Bonus Equity Shares with other
Shares (whether or not held for the
Participating Eligible Employee); and

()  inrelation to its obligation (if any) to pay the
proceeds of sale to the Participating
Employee, may:




12.5

12.6

12.7

13.

13.1

14.

14.1

6] deduct any costs of the sale before
making a payment to the Participating
Employee; and

(i1) attribute a sale price to each Bonus
Equity Share as the Trustee considers
appropriate.

If the Trustee does not receive a notice in accordance
with term 12.3, then the Trustee must transfer the
Bonus Equity Shares to the Participating Employee
within 1 month of the end of the notice period referred
to in term 12.3.

A Participating Employee will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee of a power, discretion or determination
under this term 12.

The requirement or right to transfer Bonus Equity
Shares under this term is subject to the power of the
Board set out in clause 19 of this deed.

Forfeiture

Bonus Equity Shares allocated to a Participating
Employee will be forfeited if the employment of the
Participating Employee is terminated for serious
misconduct involving dishonesty.

Early Release

A Participating Employee suffering financial hardship

may apply to the Board for early release of Shares
from the Trust. The Board may then, in its absolute
discretion, determine that the Shares be released.



Schedule 2 - Allocation Shares Terms

1.

1.1

1.2

2.1

3.

3.1

4.1

Registration of and beneficial interest in Allocation
Shares

Allocation Shares allocated to a Participating
Employee under the Plan are to be registered in the
name of the Trustee and are to be held on the terms of
this deed by the Trustee until transferred under term
12. The Participating Employee will be the beneficial
owner of the Allocation Shares from the time of
allocation.

By making an offer for Allocation Shares in
accordance with clause S of this deed, a Participating
Employee agrees to be bound by the trust deed for the
Allocation Share Plan and the constitution of IAGL.

Interpretation

Restriction Period for an Allocation Share means the
period commencing at the date of allocation of the
Allocation Share in accordance with clause 5.5 and
ending on the earliest of:

(a)  the end of the day before the fifth anniversary
. of the allocation of the Share;

(b)  the day the Participating Employee is no
longer employed by any of the following:

(i) amember of the Group; or

(i1) unless the Board otherwise determines,
the employer of the Participating
Employee at the date of allocation of the
Allocation Shares; or

(c) the day the Trustee notifies the Participating
Employee that the Board has determined that
an Event has occurred.

Right to dividends

Subject to the terms of this deed, a Participating
Employee is entitled to receive all Cash Dividends
paid on their Allocation Shares.

Bonus Shares

Subject to term 4.2, a Participating Employee is
entitled to any Bonus Shares which accrue to the
Shares held by the Trustee on behalf of that
Participating Employee.




4.2

4.3

4.4

5.1

52

5.3

54

The Bonus Shares must be registered in the name of
the Trustee and held in trust by the Trustee on behalf
of the Participating Employee, who will be the
beneficial owner of the Bonus Shares.

Upon allotment to the Trustee:

(a)  Bonus Shares are deemed to be Shares for the
purposes of this deed; and

(b)  Bonus Shares issued in respect of Allocation
Shares are deemed to be Allocation Shares for
the purposes of this deed.

The Allocation Shares will for the purpose of
determining the Restriction Period be deemed to be
acquired on a date determined by the Board.

Share Rights

The Trustee will send a notice to a Participating
Employee of any Share Rights which accrue to
Allocation Shares held by the Trustee on behalf of
that Participating Employee.

Within 7 days of receiving the notice referred to in
term 5.1, the Participating Employee may provide the
Trustee with either:

a)  written instructions in the form (if any)
prescribed by IAGL to sell some or all of the
Share Rights to the extent permitted by law; or

b) (i) written instructions in the form (if any)
prescribed by IAGL to acquire, to the
extent permitted by law, some or all of the
shares or securities in IAGL to which the
Share Rights relate; and

(ii) payment of an amount equal to the cost of
accepting the Share Rights entitlement
plus, if the Trustee so requires, such
additional amount as the Trustee
estimates (and notifies to the Participating
Employee) to be the cost of transferring
the shares or securities to the Participating
Employee.

If the Participating Employee does not give a notice
under term 5.2, the Trustee is entitled to sell the Share
Rights.

Subject to term 5.5, if the Trustee sells the Share
Rights in accordance with term 5.2 or term 5.3, the
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5.6

6.1

7.1

Trustee must distribute the proceeds of the sale (after
deduction of the costs of sale incurred by the Trustee)
to the Participating Employee.

If the Trustee acquires, on behalf of the Participating
Employee, a specified number of shares or securities
pursuant to the Share Rights in accordance with term
5.2(b), the Trustee will transfer those shares or
securities to the Participating Employee. The Trustee
may make it a condition of transfer that the
Participating Employee pay the cost of transfer
(including stamp duty).

Where the Trustee sells the Share Rights (regardless
of whether instructed by the Participating Employee
or not), the Trustee:

(a)  hasno obligation to maximise the sale price of
the Share Rights;

(b)  may aggregate Share Rights to be sold in
blocks of Share Rights; and

(c) inrelation to its obligation to pay the proceeds
of sale to the Participating Employee may
attribute a sale price to each Share Right sold

“equal to the aggregate price for each Share
Right sold in a block of Share Rights.

Other accretions

- If an Accretion arises in respect of a Share other than

by way of:

(a)  Cash Dividend;
(b)  Bonus Shares; or
(c) Share Rights,

the Trustee may, in its absolute discretion, decide to
transfer, or provide the benefit of, all or such part of
the Accretion as the Trustee determines to the
Participating Employee.

Voting right

IAGL will make arrangements with the person
charged with maintaining the IAGL Share Register
from time to time to have the notices (including the
TAGL annual report), or copies of them, that are sent
to the registered holders of shares sent to the
Participating Employee as well, so far as is
practicable, relevant and lawful.




7.2

8.1

9.1

10.

10.1

11.

11.1

12,

12.1

12.2

The Trustee and IAGL, will enable, so far as
practicable, relevant and lawful, the appointment of
the Participating Employee or the Participating
Employee’s nominees (but no more than 2 other
persons) as the Trustee’s attorney within the time
period allowed, and in the manner required, by
IAGL’s constitution in order to exercise the votes
attached to the Allocation Shares held by the Trustee
n behalf of the Participating Employee.

Right to attend, speak etc

The appointment of a Participating Employee or the
Participating Employee’s nominees as the Trustee’s
attorney as referred to in term 7.2 will, so far as
practicable, relevant and lawful, entitle the
Participating Employee or nominee (as the case may
be) to attend and speak and demand a poll or join in
demanding a poll at the relevant meeting of members
(or class of members) of IAGL, and to consent to
short notice of such meeting and any resolution to be
considered thereat.

Failure to provide information

IAGL and the Trustee will not be liable for the
accidental omission to give notice of any meeting or
confirmation or the non-receipt of that notice and
confirmation by any Participating Employee nor will
that invalidate or breach the provisions of term 7.1 or
7.2.

How Trustee votes

The Trustee will only cast a vote on any resolution in
respect of Shares through its attorneys (or their
nominees) appointed pursuant to term 7.2.

No claim

¥

A Participating Employee will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee or IAGL of a power, discretion or
determination under terms 7 to 10.

Transfer of Allocation Shares

The Trustee must not assign, transfer, sell, encumber
or otherwise deal with an Allocation Share except in
the circumstances set out in this term 12 or unless
compelled by law.

The Participating Employee must not assign, transfer,
sell, encumber or otherwise deal with an Allocation
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12.4

12.5

Share or any legal or beneficial interest in an
Allocation Share:

(a)  unless and until the Allocation Share has been
transferred to the Participating Employee in
accordance with this term 12; or

) except in the circumstances set out in this term
12.

At the end of the Restriction Period, a Participating
Employee has until the day 2 months from the end of
the Restriction Period to either:

(a)  give the Trustee a notice that the Participating
Employee wishes to arrange through the
Trustee the sale of all of the Allocation Shares
held by the Trustee on behalf of the
Participating Employee; or

(b)  give the Trustee a notice to transfer the
Allocation Shares held on behalf of the
Participating Employee to the Participating
Employee.

Where the Trustee sells the Allocation Shares under
this term 12, the Trustee:

(a) has no obligation to maximise the sale price of
the Allocation Shares;

()] may sell the Allocation Shares with other
Shares (whether or not held for the
Participating Eligible Employee); and

(¢) inrelation to its obligation (if any) to pay the
proceeds of sale to the Participating
Employee, may:

@) deduct any costs of the sale before
making a payment to the Participating
Employee; and

(ii) attribute a sale price to each Allocation
Share as the Trustee considers
appropriate.

If the Trustee does not receive a notice in accordance
with term 12.3, then the Trustee must transfer the
Allocation Shares to the Participating Employee
within 1 month of the end of the notice period referred
to in term 12.3.
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12.7

13.

13.1

14.

A Participating Employee will not have any claim
against the Trustee or JIAGL as a result of the exercise
by the Trustee of a power, discretion or determination
under this term 12.

The requirement or right to transfer Allocation Shares
under this term is subject to the power of the Board
set out in clause 19 of this deed.

Forfeiture

Allocation Shares allocated to a Participating
Employee will be forfeited if the Employee is no
longer employed by any of the following before the
second anniversary of the allocation:

)] a member of the Group; or

(ii)  unless the Board determines otherwise, the
employer of the Participating Employee at the
date of allocation of the Allocation Shares;

exéept for cessation caused by:

a)-u | redundancy;

b)  Retirement;

c¢)  death; or

d) Total and Permanent Disablement.

Early Release

A Participating Employee suffering financial hardship
may apply to the Board for early release of Shares

from the Trust. The Board may, in its absolute
discretion, determine that the Shares be released.



Schedule 3 - Equity Shares Terms

1.

1.1

1.2

2.1

3.
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4.1

Registration of and beneficial interest in Equity
Shares

Equity Shares allocated to a Participating Employee
under the Plan are to be registered in the name of the
Trustee and are to be held on the terms of this deed by
the Trustee until transferred under term 12. The
Participating Employee will be the beneficial owner
of the Equity Shares from the time of allocation.

By making an offer for Equity Shares in accordance
with clause 6 of this deed, a Participating Employee
agrees to be bound by the trust deed for the Equity
Share Plan and the constitution of IAGL.

Interpretation

Restriction Period for a an Equity Share means the
period commencing at the date of allocation of the
Equity Share in accordance with clause 6.5 and
ending on the earliest of:

(a) the final day of the period prescribed by the
Board at the time of the invitation;

(b)  the day the Participating Employee is no
longer employed by any of the following:

(i) amember of the Group; or

(ii) unless the Board otherwise determines,
the employer of the Participating
Employee at the date of allocation of the
Equity Shares; or

(¢) the day the Trustee notifies the Participating
Employee that the Board has determined that
an Event has occurred.

Right to dividends

Subject to the terms of this deed, a Participating
Employee is entitled to receive all Cash Dividends
paid on their Bonus Equity Share Shares.

Bonus Shares

Subject to term 4.2, a Participating Employee is
entitled to any Bonus Shares which accrue to the
Shares held by the Trustee on behalf of that
Participating Employee. :
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The Bonus Shares must be registered in the name of
the Trustee and held in trust by the Trustee on behalf
of the Participating Employee, who will be the
beneficial owner of the Bonus Shares.

Upon allotment to the Trustee:

(a)  Bonus Shares are deemed to be Shares for the
purposes of this deed; and

(b) Bonus Shares issued in respect of Bonus
Equity Share Shares are deemed to be Bonus
Equity Share Shares for the purposes of this
deed.

The Bonus Shares will for the purpose of determining
the Restriction Period be deemed to be acquired on a
date determined by the Board.

Share Rights

The Trustee will send a notice to a Participating
Employee of any Share Rights which accrue to Equity
Shares held by the Trustee on behalf of that
Participating Employee.

Within 7 days of receiving the notice referred to in
term 5.1, the Participating Employee may provide the
Trustee with either:

a)  written instructions in the form (if any)
prescribed by IAGL to sell some or all of the
Share Rights to the extent permitted by law; or

b) (i) written instructions in the form (if any)
prescribed by JAGL to acquire, to the
extent permitted by law, some or all of the
shares or securities in IAGL to which the
Share Rights relate; and

(i) payment of an amount equal to the cost of
accepting the Share Rights entitlement
plus, if the Trustee so requires, such
additional amount as the Trustee
estimates (and notifies to the Participating
Employee) to be the cost of transferring
the shares or securities to the Participating
Employee.

If the Participating Employee does not give a notice
under term 5.2, the Trustee is entitled to sell the Share
Rights.
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5.5

5.6

6.1

7.1

Subject to term 5.5, if the Trustee sells the Share
Rights in accordance with term 5.2 or term 5.3, the
Trustee must distribute the proceeds of the sale (after
deduction of the costs of sale incurred by the Trustee)
to the Participating Employee.

If the Trustee acquires, on behalf of the Participating
Employee, a specified number of shares or securities
pursuant to the Share Rights in accordance with term
5.2(b), the Trustee will transfer those shares or
securities to the Participating Employee. The Trustee
may make it a condition of transfer that the
Participating Employee pay the cost of transfer
(including stamp duty).

Where the Trustee sells the Share Rights (regardless
of whether instructed by the Participating Employee
or not), the Trustee:

(a)  has no obligation to maximise the sale price of
the Share Rights;

(b).  may aggregate Share Rights to be sold in
blocks of Share Rights; and

©) in relation to its obligation to pay the proceeds
of sale to the Participating Employee may
attribute a sale price to each Right sold equal
to the aggregate price for each Share Right
sold in a block of Rights.

" Other accretions

If an Accretion arises in respect of a Share other than
by way of:

(a)  Cash Dividend,
(b)  Bonus Shares; or
(¢)  Share Rights,

the Trustee may, in its absolute discretion, decide to
transfer, or provide the benefit of, all or such part of
the Accretion as the Trustee determines to the
Participating Employee.

Voting right

IAGL will make arrangements with the person
charged with maintaining the IAGL Share Register
from time to time to have the notices (including the
IAGL annual report), or copies of them, that are sent
to the registered holders of shares sent to the
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8.1

9.1

10.

10.1

11.

11.1
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12.1

Participating Employee as well, so far as is
practicable, relevant and lawful.

The Trustee and IAGL, will enable, so far as
practicable, relevant and lawful, the appointment of
the Participating Employee or the Participating
Employee’s nominees (but no more than 2 other
persons) as the Trustee’s attorney within the time
period allowed, and in the manner required, by
TAGL’s constitution in order to exercise the votes
attached to the Equity Shares held by the Trustee on
behalf of the Participating Employee.

Right to attend, speak etc

The appointment of a Participating Employee or the
Participating Employee’s nominees as the Trustee’s
attorney as referred to in term 7.2 will, so far as
practicable, relevant and lawful, entitle the
Participating Employee or nominee (as the case may
be) to attend and speak and demand a poll or join in
demanding a poll at the relevant meeting of members
(or class of members) of JAGL, and to consent to
short notice of such meeting and any resolution to be
considered thereat.

Failure to provide information

IAGL and the Trustee will not be liable for the
accidental omission to give notice of any meeting or
confirmation or the non-receipt of that notice and

. confirmation by any Participating Employee nor will

that invalidate or breach the provisions of term 7.1 or
7.2.

How Trustee votes

The Trustee will only cast a vote on any resolution in
respect of Shares through its attorneys (or their
nominees) appointed pursuant to term 7.2.

No claim

A Participating Employee will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee or IAGL of a power, discretion or
determination under terms 7 to 10.

Transfer of Eqﬁity Shares

The Trustee must not assign, transfer, sell, encumber
or otherwise deal with an Equity Share except in the
circumstances set out in this term 12 or unless
compelled by law.



12.2

123

124

12.5

The Participating Employee must not assign, transfer,
sell, encumber or otherwise deal with an Equity Share
or any legal or beneficial interest in an Equity Share:

(a)  unless and until the Equity Share has been
transferred to the Participating Employee in
accordance with this term 12; or

(b) except in the circumstances set out in this term
12.

At the end of the Restriction Period, a Participating
Employee has until the day 2 months from the end of
the Restriction Period to either:

(a)  give the Trustee a notice that the Participating
Employee wishes to arrange through the
Trustee the sale of all of the Equity Shares
held by the Trustee on behalf of the
Participating Employee; or

(b)  give the Trustee a notice to transfer the Equity
Shares held on behalf of the Participating
Employee to the Participating Employee.

Where the Trustee sells the Equity Shares under this
term 12, the Trustee:

(a) has no obligation to maximise the sale price of
the Equity Shares;

(b) may sell the Equity Shares with other Shares
(whether or not held for the Participating
Eligible Employee); and

(¢)  inrelation to its obligation (if any) to pay the
proceeds of sale to the Participating
Employee, may:

@) deduct any costs of the sale before
making a payment to the Participating
Employee; and

(i) attribute a sale price to each Equity
Share as the Trustee considers
appropriate.

If the Trustee does not receive a notice in accordance
with term 12.3, then the Trustee must transfer the
Equity Shares to the Participating Employee within

1 month of the end of the notice period referred to in
term 12.3.
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13.

13.1

14.

A Participating Employee will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee of a power, discretion or determination
under this term 12.

The requirement or right to transfer Equity Shares
under this term is subject to the power of the Board

~ set out in clause 19 of this deed.

Forfeiture

Equity Shares allocated to a Participating Employee
will be forfeited if the employment of the
Participating Employee is terminated for serious
misconduct involving dishonesty.

Early Release

A Participating Employee suffering financial hardship
may apply to the Board for early release of Shares
from the Trust. The Board may then, in its absolute
discretion, determine that the Shares be released.



Schedule 4 - NED Shares Terms

1.1

1.2

2.1

3.1

4.1
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Registration of NED Shares and beneficial interest
in NED Shares

NED Shares allocated to the Participating Director
under the Plan are to be registered in the name of the
Trustee and are to be held on the terms of this deed by
the Trustee until transferred under term 12. The
Participating Director will be the beneficial owner of
the NED Shares from the time of allocation.

By making an offer for NED Shares in accordance
with clause 7 of this deed, a Participating Director
agrees to be bound by the terms of the trust deed for
the JAGL NED Share Plan and the constitution of
IAGL.

Interpretation

Restriction Period means, in respect of a NED Share,
the period commencing at the date of allocation of the
NED Share in accordance with clause 7.5 and ending
on the earliest of;

(a)  the final day of the period prescribed by the
Trustee at the time of the invitation (not being
less than 12 months);

(b)  the day the Participating Employee ceases to
be a Director of IAGL; or

(©) the day determined by the Trustee as the result
of the Trustee determining that an Event has
occurred.

Right to dividends

A Participating Director is entitled to receive all Cash
Dividends paid on their NED Shares.

Bonus Shares

Subject to term 4.2, a Participating Director is entitled
to any Bonus Shares which accrue to the NED Shares
held by the Trustee on behalf of that Participating
Director.

The Bonus Shares must be registered in the name of
the Trustee and held on trust by the Trustee on behalf
of the Participating Director, who will be the
beneficial owner of the Bonus Shares.
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5.3
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Upon allotment to the Trustee:

(a) Bonus Shares are deemed to be Shares for
the purposes of this deed;

(b) Bonus Shares issued in respect of NED
Shares are deemed to be NED Shares for the
purposes of this deed.

The Bonus Shares will for the purpose of determining
the Restriction Period be deemed to be acquired on a
date determined by the Board.

Share Rights

The Trustee will send a notice to a Participating
Director of any Share Rights which accrue to NED
Shares held by the Trustee on behalf of that
Participating Director.

Within 7 days of receiving the notice referred to in
term 5.1, the Participating Director may provide the
Trustee with either:

(a)  written instructions in the form (if any)
prescribed by IAGL to sell some or all of the
Share Rights to the extent permitted by law;
or

(b) 1) written instructions in the form (if
any) described by IAGL to acquire,
to the extent permitted by law, some
or all of the shares or securities in
IAGL to which the Share Rights
relate; and

(i)  payment of an amount equal to the
cost of accepting the Share Rights
entitlement plus, if the Trustee so
requires, such additional amount as
the Trustee estimates (and notifies to
the Participating Director) to be the
cost of transferring the shares or
securities to the Participating
Director.

If the Participating Director does not give a notice
under term 5.2, the Trustee is entitled to sell the Share

Rights.

Subject to term 5.5, if the Trustee sells the Share
Rights in accordance with term 5.2 or term 5.3, the
Trustee must distribute the proceeds of the sale (after
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deduction of the costs of sale incurred by the Trustee)
to the Participating Director.

If the Trustee acquires, on behalf of the Participating
Director, a specified number of shares or securities
pursuant to the Share Rights in accordance with term
5.2(b), the Trustee will transfer those shares or
securities to the Participating Director. The Trustee
may make it a condition of transfer that the
Participating Director pay the cost of transfer
(including stamp duty).

Where the Trustee sells the Share Rights (regardless
of whether instructed by the Participating Director or
not), the Trustee:

(a) has no obligation to maximise the sale price
of the Share Rights;

(b) may aggregate Share Rights to be sold in
blocks of Rights; and

(¢)  inrelation to its obligation to pay the

proceeds of sale to the Participating Director
may attribute a sale price to each Share Right
sold equal to the aggregate price for each

- Share Right sold in a block of Share Rights.

Other accretions

If an Accretion arises in respect of a Share other than
by way of:

(a) Cash Dividend;
(b)  Bonus Shares; or
© Share Rights,

the Trustee may, in its absolute discretion, decide to
transfer, or provide the benefit of, all or such part of
the Accretion as the Trustee determines to the
Participating Director. :

Voting rights

TAGL will make arrangements with the person
charged with maintaining the IAGL Share Register
from time to time to have the notices (including the
IAGL annual report), or copies of them, that are sent
to the registered holders of shares sent to the
Participating Director as well, so far as is practicable,
relevant and lawful.




7.2 The Trustee and JAGL will enable, so far as _
practicable, relevant and lawful, the appointment of
the Participating Director or the Participating
Director’s nominees (but no more than 2 other
persons) as the Trustee’s attorney within the time
period allowed, and in the manner required, by
IAGL’s constitution in order to exercise the votes .
attached to the Shares held by the Trustee on behalf of
the Participating Director.

8. Right to attend, speak etc

8.1 The appointment of a Participating Director or the
Participating Director’s nominees as the Trustee’s
attorney as referred to in term 7.2 will, so far as
practicable, relevant and lawful, entitle the
Participating Director or nominee (as the case may be)
to attend and speak and demand a poll or join in
demanding a poll at the relevant meeting of members
(or class of members) of IAGL, and to consent to
short notice of such meeting and any resolution to be
considered thereat.

9. Failure to provide information

9.1 ° IAGL and the Trustee will not be liable for the
accidental omission to give notice of any meeting or
confirmation or the non-receipt of that notice and
confirmation by any Participating Director nor will
that invalidate or breach the provisions of term 7.1 or
7.2.

10. How Trustee votes

10.1 The Trustee will only cast a vote on any resolution in
respect of Shares through its attorneys (or their
nominees) appointed pursuant to term 7.2.

11. No claim

11.1 A Participating Director will not have any claim
against the Trustee or IAGL as a result of the exercise
~ by the Trustee or IAGL of a power, discretion or
determination under terms 7 to 10.

12. Transfer of NED Shares

12.1 The Trustee must not assign, transfer, sell, encumber
or otherwise deal with a NED Share except in the
circumstances set out in this term 12 or unless
compelled by law.

A SLTLTASITEIETE
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The Participating Director must not assign, transfer,
sell, encumber or otherwise deal with a NED Share or
any legal or beneficial interest in a NED Share:

(a)  unless and until the NED Share has been
transferred to the Participating Director in
accordance with this term 12; or

(b) except in the circumstances set out in this term
12.

At the end of the Restriction Period, a Participating
Director has until the day that is 2 months from the
end of the Restriction Period to either:

(a) give the Trustee a notice that the Participéting
Director wishes to arrange through the Trustee
the sale of all of the NED Shares held by the
Trustee on behalf of the Participating Director;
or

(b)  give the Trustee a notice to transfer the NED
Shares held on behalf of the Participating
- Director to the Participating Director.

Where the Trustee sells NED Shares under this term
12, the Trustee:" :

(a)  hasno obligation to maximise the sale price of
the NED Shares;

- (b)  may sell the NED Shares with other Shares

(whether or not held on behalf of the
Participating Director); and

(c) in relation to its obligation to pay the sale
proceeds (if any) to the Participating Director

may:

1) deduct any costs of the sale before
making a payment to the
Participating Director; and

(ii) attribute a sale price to each NED
Share as the Trustee considers
appropriate.

If the Trustee does not receive a notice in accordance
with term 12.3, then the Trustee must transfer the
NED Shares to the Participating Director within 1
month of the end of the notice period referred to in
term 12.3. ‘
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13.

13.1

13.2

A Participating Director will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee of a power, discretion or determination
under this term 12.

The requirement or right to transfer NED Shares
under this term is subject to the power of the Board
set out in clause 19 of this deed.

Forfeiture

NED Shares allocated to a Participating Director will
be forfeited if the Director is removed from office
under Article 12.11 of the constitution of IAGL.

The Board may determine, for the purposes of an offer
of NED Shares, that the NED Shares may be forfeited
in the circumstances determined by the Board and
notified to Participating Directors at the time of the
offer. :



Schedule 5 - Performance Award Rights Terms

1

1.1

1.2

1.3

2.1

Entitlement

Subject to term 7, each Performance Award Right entitles the Holder
to acquire, credited as fully paid, one Share at an exercise price per
Share of:

$1
No of Performance Award Rights exercised

Subject to the Listing Rules, the Trustee must transfer Shares on
exercise of a Performance Award Right in accordance with these
Terms.

Shares transferred on the exercise of Performance Award Rights will
rank pari passu with all existing Shares from the date of transfer and
will be entitled in full to those dividends which have a record date for
determining entitlements after the date of transfer of the Shares.

Conditions for exercise of Performance Award Rights

A Performance Award Right which is a Vested Right (which has not
lapsed) may be exercised by a Participant at any time before the end of
the Exercise Period for the Performance Award Right. The date the
Exercise Period will end is described in Column 2 of the table set out
below and depends on the status of the Participant at the relevant time
as described in Column 1 of the table.

Status of the Participant The Exercise Period for the
Performance Award Right
ends on

(i)  For a continuing Employee | 10 years after the date of the grant
of the Performance Award Right

(i)  For a person who is no the day which is 90 days after the
longer an Employee (other | later of:

than due to serious '
- misconduct involving (i)  the end of the Performance

dishonesty): Period; or




Status of the Participant The Exercise Period for the
Performance Award Right
ends on

(1) within 2 years of the (i)  the date on which the

grant of the
Performance Award
Right due to:

(1) Retirement;
(ii) redundancy
(iii) death;

(iv) Total and
Permanent
Disablement; or

(2) after 2 years from the
date of grant of the

Right.

For a person who is no
longer an Employee
(other than due to
serious misconduct
involving dishonesty)
within 2 years of the
grant of the
Performance Share
Right for a reason
other than due to:-

@ii) (1)

(1) Retirement;
(1i) redundancy;
(iii) death;

(iv) Total and

Permanent
Disablement

person is no longer an
Employee, (but not later
than 10 years after the date
of the grant of the
Performance Award Right).

the day which is 90 days after the
date on which the person is no
longer an Employee, (but not later
than 10 years after the date of the
grant of the Performance Award

Right).

A Performance Award Right will lapse depending on the status of the
Participant (as described in Column 1 of the table below) at the time
described in Column 2 of the table below.

Status of the Participant

The day on which the
Performance Award Right
lapses




Status of the Participant

The day on which the
Performance Award Right
lapses

(i)  For a person who is no
longer an Employee due to
serious misconduct
involving dishonesty.

the date of ceasing to be an
Employee (irrespective of
whether it is a Vested Right).

(i) For a person who is no
longer an Employee within
2 years of the grant of the
Performance Award Right
(otherwise than due to:

(1) Retirement;
(2) redundancy;
(3) death;

4) Total and Permanent
Disablement;

(5) with the approval of

if the Performance Award Right is
not a Vested Right on the day the
person is no longer an Employee,
the date of ceasing to be an
Employee.

the Board; or
(6) serious misconduct
involving
dishonesty.)
(iii) in the case of any other
person.

if at the end of the Performance
Period for the Performance Award
Right the Performance Award
Right is not a Vested Right, the
end of that Performance Period;
or

if at the end of the Exercise
Performance Award Period for a
Vested Right the Right is
unexercised, the end of the
Exercise Period.

2.2A The Performance Period for a Performance Award Right (which has

not lapsed) commences on 3 years from the date of grant of the
Performance Award Right and depending on the status of the
Participant as described in Column 1 ends on the date described in

Column 2 of the table set out below..
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Status of Participant Date on which the Performance

Period Ends
(i)  For acontinuing Employee. | 5 years from the date of grant of
the Performance Award Right.
(ii) For aperson whoisno the later of:
longer an Employee (other
-than due to serious (i) 4 years from the date of
misconduct involving grant of the Performance
dishonesty): Award Right; or
(1) within2 years at the | (ii) 12 months from ceasing to
date of grant of the be an Employee (but not
Performance Award later than 5 years from the
Right due to: date of grant of the
Performance Award Right).

(a). Retirement;

(b) redundancy;

() death;

(d) .Total and
Permanent
Disablement;
or

(e) withthe
approval of the
Board.

(2) 2 years after the date
of grant of the
Performance Award

Right.

A Performance Award Right will become a Vested Right if the
Performance Hurdle for the Performance Award Right is satisfied in
the Performance Period for the Performance Award Right and the
Trustee gives notice to the Participant that the Performance Hurdle has
been satisfied. The Trustee will notify Participants within 14 days of
the end of the Test Day on which the Performance Hurdle for the
Performance Award Right has been satisfied.

The Performance Hurdle for a Performance Award Right will be
satisfied if the Total Shareholder Return for a Share on the Test Day
exceeds the Hurdle Growth Amount for the Share for the Test Day.

The Hurdle Growth Amount for a Test Day an amount being the Initial
Market Value of a Share on the date of issue of the Performance
Award Right compounded annually at 10% per annum from the date of
grant of the Performance Award Right to the Test Day.




2.6

2.7

2.8

The Board may determine the day or days in the Performance Period
on which it will be determined if the Performance Award Right
becomes a Vested Right.

Clauses 2.7 to 2.15 (inclusive) set out the basis to determine for a
Performance Award Right the Total Shareholder Return for a Share on
the relevant Test Day:

(a) Total Shareholder Return for a Share in respect of a
Performance Award Right on a Test Day means the sum of:

(i) the Market Value of a Share on the Test Day;

(ii) the Market Value of all Related Shares on the Test Day
which have accrued in respect of the Share or a Related
Share on or before the Test Day; and

(iii) the value of all Related Property (other than Shares) on
the Test Day which has accrued in respect of the Share or
Related Share on or before the Test Day,

reduced by the amount (if any) referred to in term 2.10.

b) Related Share means a Share, or fraction of a Share, which has
accrued in respect of the Share or is deemed to have accrued in
respect of the Share or the Related Share on or before the
relevant day.

() Related Property means property described in term 2.9.

The Shares which accrue to a shareholder in respect of a Share or a
Related Share for the purposes of term 2.7 include those Shares which
the Board determines it is appropriate to treat as accruing to a
shareholder in respect of a Share and Related Shares and unless the
Board otherwise determines includes:

(a) all bonus issues made in respect of the Share or a Related
Share;

(b) all Shares which would be acquired by a shareholder if the
shareholder exercised all Share Rights and entitlements to
acquire Shares which accrue to the shareholder in respect of the
Share or the Related Share;

(c) all Shares which would be acquired by a shareholder if all
dividends received in respect of the Share or Related Share,
WEre:

Q)] applied under a dividend reinvestment plan in acquiring
further Shares; or '
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2.10

2.11

2.12

2.13

(i1) if a dividend reinvestment plan is not available in
respect of the dividend, the dividend was applied in
acquiring further Shares at the lowest buy price during
the one week immediately following the date of
payment of the dividend (without taking into account
any brokerage, stamp duty or incidental costs of
acquiring the Shares); and ‘

(d) all Shares which would be acquired by a shareholder if all
distributions in cash, other than dividends, were applied in
acquiring Shares at the lowest buy price during the one week
immediately following the date of payment of the distribution
(without taking into account any brokerage, stamp duty or
incidental costs of acquiring the Shares).

Related Property (other than a Share or Share Rights or entitlements in
respect of Shares or dividend or distribution in cash in respect of
Shares) which accrues to a shareholder in respect of a Share or a
Related Share for the purposes of this term includes that property
which the Board determines it is appropriate to treat as accruing in
respect of a Share and Related Shares and unless the Board otherwise
determines includes:

(a) all property (other than a Share or Share Rights or entitlements
in respect of Shares) which would be acquired by a shareholder
if all rights to acquire the property which would accrue in
respect of the Share or a Related Share, were exercised by the
shareholder; and

b) all amounts paid or payable to the shareholder in respect of the
Related Property.

The Total Shareholder Return for a Share is reduced by the aggregate
amount which the shareholder would have been required to pay to
exercise rights or entitlements to acquire a Share or Related Property
which accrues in respect of the Share or a Related Share but does not
include uncalled amounts payable after the relevant day or amounts
which may become payable in respect of partly paid Shares after the
relevant day.

The Board may determine an appropriate basis for valuation of Related
Property (other than a Share or Share Rights or entitlements in respect
of Shares) which accrues to a shareholder in respect of the Share or
Related Share.

If the shareholder may make an election in respect of a Share, a
Related Share or Related Property, the Board may determine the
manner in which that election is to be treated for the purposes of
determining the Total Shareholder Return for a Share.

In determining the Total Shareholder Return for a Share:



2.14

2.15

3.1

(a) no adjustment is made for liability to tax which may arise by
virtue of holding a Share, Related Share or Related Property
including (without limitation):

(1) any distributions in respect of a Share, Related Share or
Related Property; or

(i) any Share or Related Property which accrues to a
shareholder; and

(b) all distributions made are treated as if made without any
deduction from the distributions including (without limitation)
any withholding tax.

For the purposes of determining the Share or fractions of a Share or
property which accrue in respect of a Share, a Related Share or
Related Property, the Board may take into account a fractional interest
even if the terms on which the Share, Share Rights, entitlements or
property accrue do not provide for fractional interest.

For the purpose of this term a determination by the Board of the Total
Shareholder Return for a Share shall be binding and conclusive.

Notice to Participant

If before the end of the Performance Period for a Performance Award

Right:

(a) a takeover bid is made to the holders of Shares (other than as a
result of an allotment or transfer approved by the Board);

(b) a statement is lodged with the ASX to the effect that a person
has become entitled to not less than 15% of the total number of
votes attaching to voting shares in IAGL (other than as a result
of an allotment or transfer approved by the Board);

(c) pursuant to an application made to the Court, the Court orders
a meeting to be held in relation to a proposed compromise or
arrangement for the purpose of or in connection with a scheme
for the reconstruction of IAGL or its amalgamation with any
other companies;

(d) IAGL passes a resolution for voluntary winding up; or
(e) an order is made for the compulsory winding up of IAGL,
and the Board gives a notice under this term the Performance Award

Right will become a Vested Right.

Method of exercise of Performance Award Rights
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7.1

72

A Performance Award Right is exercised by the holder lodging the
notice of exercise of Performance Award Right and application for
Shares, together with the exercise price for each Share to be
transferred on exercise and the relevant Performance Award Right
certificate, with the Company Secretary of IAGL or such other person
as the Board designates.

Performance Award Rights must be exercised in multiples of 100,
unless the Holder exercises all Performance Award Rights able to be
exercised at that time. The exercise of some Rights only does not
affect the Holder’s right to exercise other Performance Award Rights
at a later time. If the Holder exercises less than all Performance
Award Rights represented by a certificate then IAGL will cancel the
certificate and issue a new certificate for the balance.

No Transfers

Performance Award Rights may not be transferred.

Quotation of Performance Award Rights and Shares

Performance Award Rights will not be quoted on ASX. If the Shares
to be transferred on exercise of Performance Award Rights are not
already listed for official quotation and Shares of [AGL are listed at
that time, IAGL will make application to ASX for official quotation of
the Shares transferred on the exercise of Performance Award Rights as
soon as practicable after the Shares are transferred.

Participation in future issues
Participation generally

A Participant may only participate in new issues of securities to
holders of Shares if the Performance Award Right has been exercised,
if that is permitted by its terms, and the Shares in respect of the
Performance Award Right have been transferred before the record date
for determining entitlements to the issue.

Bonus issues

If IAGL makes a bonus issue of shares or other securities pro rata to
holders of Shares (other than an issue in lieu or in satisfaction of
dividends or by way of dividend reinvestment) and no Shares have
been transferred in respect of a Performance Award Right before the
record date for determining entitlements to the bonus issue then the -
rights attaching to that Performance Award Right will be altered as
follows: .
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7.4

7.5

@) the number of Shares which the Holder is entitled to have
transferred on exercise of the Performance Award Right (S) is
determined by the formula:

S=N+(NxR)
where: |

= The number of Shares per Performance Award Right which the
Participant is entitled to have transferred on the record date to
determine entitlements to the bonus issue.

R=  The number of Shares (including fractions) offered under the
bonus issue for each Share held.

(i1) the exercise price per share of a Performance Award Right

will not be changed.
Share Rights issues

If IAGL makes an offer of ordinary shares pro rata to all or
substantially all holders of Shares (whether or not an issue in lieu or in
satisfaction of dividends or by way of dividend reinvestment) for a
subscription price which is less than the market price and no Shares
have been transferred in respect of a Performance Award Right before
the record date for determining entitlements to the issue then the
exercise price per Performance Award Right will not be changed.

The number of Shares which the participant is entitled to have
transferred on exercise of the Performance Award Right will not
change.

Aggregation

If Performance Award Rights are exercised simultaneously then the
Holder may aggregate the number of shares or fractions of shares or
other securities to which the Holder is entitled to have transferred
under those Performance Award Rights. Fractions in the aggregate
number only will be disregarded in determining the total entitlement to
have transferred.

Reconstruction

In the event of any reconstruction of the issued ordinary capital of
IAGL the number of shares attaching to each Performance Award
Right will be reconstructed in the manner specified below. If the
manner is not specified then the Board will determine the
reconstruction. In any event the reconstruction will not result in any
additional benefits being conferred on Holders which are not conferred
on shareholders of IAGL (subject to the same provisions with respect
to rounding of entitlements as sanctioned by the meeting of

- shareholders approving the reconstruction of capital) and in all other

respects the terms for the exercise of Rights will remain unchanged.



In the event of any consolidation or sub-division of shares or reduction
or cancellation of capital then the reconstruction will be determined by
the following formulae:

(1)
(ii)

(i)

(iv)

™)

Lapse

Consolidation; and

Subdivision:
S=Cx £;
A

Reduction of capital by return of share capital:
S=C,

Reduction of capital by cancellation of ordinary shares that is
either lost or not represented by available assets:

S=C;
Pro rata cancellation of fully paid ordinary shares (not within
(c)or (d)):
s=cx2 ;0
A

where:

= The total number of Shares in issue before the capital
reconstruction;

B = The total number of Shares in issue after the capital
reconstruction;

C=  The number of Shares which the Holder is entitled to
have transferred on exercise of a Right before the
reconstruction;

S = The number of Shares which the Holder is entitled to
have transferred on exercise of a Performance Award
Right after the reconstruction.

The exercise price per Performance Award Right will not be
changed.

A Holder may request that some or all of the Performance Award
Rights held by that Holder lapse.

Liability for tax
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9.2
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11
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12.1

If IAGL, or any company in the Group which is the employer or former
employer of a Participant (“Employer Company”), is obliged as a
result of a Participant exercising a Performance Award Right to
account to any tax authority for income tax or employment taxes under
any wage withholding or other arrangements or for any other tax, levy
or charge of a similar nature (“Tax”), then the Employer Company is
entitled to be reimbursed by the Participant for the amounts paid to the
tax authority.

Where term 9.1 applies, the Trustee is not obliged to transfer Shares to
the Participant on exercise of their Performance Award Right unless
IAGL is satisfied that arrangements have been made for
reimbursement. The arrangements that IAGL may make include,
without limitation, the sale of Shares acquired on exercise of the
Participant’s Performance Award Right.

Advice

IAGL must give notice to each Holder of any adjustment to the number
of shares which the Holder is entitled to have transferred on exercise of
a Performance Award Right or the exercise price per share in
accordance with the Listing Rules.

Notices

Notices may be given by IAGL to the Holder in the manner prescribed
by the constitution of IAGL for the giving of notices to members of
IAGL and the relevant provisions of the constitution of IAGL apply
with all necessary modification to notices to Holders. In addition,
where the Board considers it appropriate, electronic notices may be
given by IAGL to a Participant.

Interpretation

In this Schedule words and expressions which have a particular
meaning under this deed have the same meaning and, in particular:

Holder means the holder of a Performance Award Right.

Hurdle Growth Amount for a Test Day means the amount calculated
under term 2.5 for the Test Day.

Initial Market Value of a Share on a day means the weighted average
of the prices at which Shares in that class were traded on the stock
market of ASX during the one month period up to and including that

day.
Listing Rules means the Listing Rules of ASX.

Market Value means, for a company (including IAGL) for a day, the
average market value of a share in the company during the one month
period up to and including the day based on the daily closing price of
the shares.
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Participant means a Holder who is an Executive.

Performance Hurdle means the performance hurdle described in term
2.4.

Performance Period means the period described in term 2.2A.

Test Day means a day or days in the Performance Period determined
by the Board under Clause 2.6.

Vested Right means a Performance Award Right that has become a

" Vested Right in accordance with terms 2.3 or 3.1.

In these terms unless the contrary intention appears:
(a) the singular includes the plural and vice versa;

(b) reference to a rule, a statute or other law includes regulations and
other instruments under it and consolidations, amendments, re-
enactments or replacements of any of them; and

(c) areference to a person includes a reference to the person’s legal
personal representatives, executors, administrators and
successors, a firm or a body corporate.

Headings are inserted for convenience and do not affect the
interpretation of these terms.
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Change to company details

M o0 lu INBE Form 484700rporations Act 2001

W Lo HE]

Section A
Section A may be lodged independently if no changes are to be
notified via Sections B or C.

Use this form to notify ASIC of:

A1 Change of address

A2 Change of name - officeholders or members
A3 Change - ultimate holding company

Related Forms
484 B appoint/cease officeholders, change to special status
484 C  issue/cancel shares, change share structure and members register

Company details Company name

L ' [INSURANCE AUSTRALIA GROUP LIMITED J
ACN/ABN Corporate Key
{090 739 923 1 | » |

A1 Change of Address
New address

Address
[LEVEL 26, NRMA CENTRE |
[388 GEORGE STREET . B
[SYDNEY, NSW, 2000 1
I il
Date of change Date
{19/07/2004

ASIC Form 484 A Reference: Trace: 549 page 1



If registered office changed, does the company occupy the premises?

no

if no, name of occupier

Occupier's consent

The occupier of the premises has consented in writing to the
use of the specified address as the address of the registered
office of the company and has not withdrawn that consent

D Principal place of business

E:I Company officeholder’s residential address

Family name Given names

I i |
Place of birth

I 1

Date of Birth

I |

Family name Given names

I Il |
Place of birth

I |

Date of Birth
[
|:| Member's address

Family name - Given names

I I |

Family name Given names
I Il |

When a member is a company, not a person

Company name (only if a member)
ACN/ARBN/ABN : Country of Incorporation (if not Australia)

I [ il

Company name (only if a member)

ACN/ARBN/ABN Country of Incorporation (if not Australia)

I | |

ASIC Form 484 A Reference:  Trace: 549 page 2




This form must be signed by a current director or secretary of the company

| certify that the information in this form is true and complete.

Name
[REVELL, GLENN DEREK
Capacity

Director

Company secretary

Signature .

Gy

Date signed
[03/08/2004 |

Lodging Party Details

““2ase notify the registered agent details (if applicable)} and who queries about this form should be directed to

Registered Agent details ASIC registered agent name

If this form is being lodged by an ASIC [INSURANCE AUSTRALIA GROUP LIMITED

registered agent, please complete ASIC registered agent number

agent name and number {21781 |

Queries -about this form : If there is a query regarding this form, ASIC should contact
' Signatory above

You can nominate an officeholder ASIC registered agent above

lodging party or ASIC registered agent I:I Name of lodging party

Address

I |
I |
I |

DX Number DX City/suburb

. ] | |
Telephone Number

I |

Mail
Send completed and signed forms to:
Australian Securities and Investments Commission
Locked Bag 4000, Gippsland Mail Centre, VIC, 3841

ASIC Form 484 A Reference: Trace: 549 page 4
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Manager, Company Announcements Office’ "~ *~% ))

Australian Stock Exchange Limited

Level 4, Exchange Centre '

20 Bridge Street I AG

SYDNEY NSW 2000 Insurance
Australia
Group

Dear Sir/Madam

INSURANCE AUSTRALIA GROUP LIMITED (1AG’)

LETTER TO BE SENT TO RPS1 AND RPS2 HOLDERS RE. $500 MILLION
RESET EXCHANGEABLE SECURITIES

Attached is a copy of a letter to be sent to RPS1 and RPS2 holders in relation to
the proposed new issue of up to $500 million in Reset Exchangeable Securities
(‘RES’) by IAG Finance (New Zealand) Limited, through its New Zealand branch,
announced today. IAG Finance (New Zealand) Limited is a wholly-owned
subsidiary of IAG.

~ Yours sincerely

G sl

Anne O’Driscoll
Group Company Secretary &
Head of Investor Relations

Attachment (2 pages)
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NACSCDept\CSCUser\ASX\2004\NoviLetter to RPS1_RPS2 holders re RES 221104.doc




*+ The gross proceeds of the offer will, through a series of intra-group arrangements, be invested
in a portfolio of high quality, short-dated, fixed interest securities, which will be managed by
IAG Asset Management Limited. S&P has assigned the portfolic an Australian bond fund rating
of 'AAAF, its highest rating in this category. RES interest payments will depend on the
performance and creditworthiness of the portfolio, and other payment tests; and

+ RES are not issued or guaranteed by IAG. However, IAG may at any time exchange RES for
preference shares which will pay non-cumulative, quarterly, preferred floating rate dividends
that are expected to be fully franked, subject to certain dividend payment tests. These
preference shares, if issued, are expected to qualify as regulatory Tier 1 capital but are
different from preference shares previously issued by IAG (RPS1 and RPS2).

The issue of RES enhances IAG's capital structure by providing certainty now of access to
qualifying regulatory Tier 1 capital if needed at any time - particularly in market conditions that
are less favourable or less certain than current market conditions. Such circumstances could
include a severe fall in equity markets (like that experienced in October 1987), or major
catastrophes that are beyond the limits of the Group's reinsurance arrangements (there have
been no major catastrophes beyond these limits in Australia or New Zealand to date).

Upon issue of RES, the Group will reduce its current benchmark muitiple of APRA's minimum
capital requirement from 1.60 times to 1.55 times. This will enable the Group to release some
existing capital for use in IAG's operations or for return to ordinary shareholders at an opportune
time.

Details of the offer are contained in a prospectus. Before you decide to participate, please read
the prospectus in full.

If you wish to apply for RES under the RPS holder offer, you must complete the personalised
yellow application form accompanying your prospectus which you can request by contacting
1300 666 635 or by visiting www.iag.com.au/res. You must quote the entire identification code
at the top of this letter when registering.

| encourage you to consider this investment opportunity. If, after reading the prospectus, you have
any questions regarding the offer, please consult your accountant, lawyer or other professional
adviser. If you have any questions on how to apply for RES, please call the RES Information
Line on 1300 666 635.

Yours faithfully,
/‘
\Jamw!
James Strong

Chairman
" IAG Finance (New Zealand) Limited




22 November 2004

Manager, Company Announcements Office” =~
Australian Stock Exchange Limited

Level 4, Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir/Madam

INSURANCE AUSTRALIA GROUP LIMITED (‘IAG’)

LETTER TO BE SENT TO RPS1 AND RPS2 HOLDERS RE. $500 MILLION

RESET EXCHANGEABLE SECURITIES

Attached is a copy of a letter to be sent to RPS1 and RPS2 holders in relation to
the proposed new issue of up to $500 million in Reset Exchangeable Securities
(‘RES’) by IAG Finance (New Zealand) Limited, through its New Zealand branch,
announced today. IAG Finance (New Zealand) Limited is a wholly-owned

subsidiary of I1AG.

Yours sincerely

Anne O’Driscoll :
Group Company Secretary &
Head of Investor Relations

Attachment (2 pages)
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22 November 2004 w lAG

IAG Finance (New Zealand) Limited
ABN 97 111 268 243

New Zealand branch

IAG House,

Levet 10, 151 Queen Street
Auckland, New Zealand

Please quote this code when
registering to request a
prospectus and application form.

Dear RPS holder,

You are a valued holder of Insurance Australian Group Limited's (IAG's) reset preference shares
(RPS1 and/or RPS2), and | am pleased to offer you the opportunity to invest in a new security
issued by the IAG Group, Reset Exchangeable Securities (RES).

If you take up this opportunity and apply for RES under the RPS holder offer, your application
will receive preferential treatment over applications received under the general offer in the event
of excess demand for RES. To apply, please follow the instructions overleaf.

RES are perpetual reset exchangeable notes to be issued by IAG Finance (New Zealand)
Limited, a wholly-owned subsidiary of IAG which manages the ongoing treasury operations of the
Group's New Zealand operations.

Up to five million RES will be issued at an issue price of $100 each, to raise up to $500 million,
with the ability to accept oversubscriptions for up to $50 million. The minimum investment
amount is $5,000 (50 RES).

Offer highlights:

+ RES holders will be entitled to receive non-cumulative, quarterly, floating rate interest
payments that are expected to be fully franked, and are subject to interest payment tests;

» The interest rate for the first interest payment (15 March 2005) will be at least 4.55% - 4.76%
per annum fully franked, which is equivalent to a grossed-up interest rate of at least 6.50% -
6.80% per annum, subject to the final margin;

+ The floating interest rate will be based on the 90 day bank bill rate plus an indicative margin
of between 1.00% - 1.30% per annum to be determined through a bookbuild;

+ RES are intended to be quoted on the Australian Stock Exchange. International ratings agency
Standard & Poor's (S&P) has assigned a rating of 'A-' for RES, consistent with. RPS1 and
RPS2;



+ The gross proceeds of the offer will, through a series of intra-group arrangements, be invested
in a portfolio of high quality, short-dated, fixed interest securities, which will be managed by
IAG Asset Management Limited. S&P has assigned the portfolio an Australian bond fund rating
of 'AAAS, its highest rating in this category. RES interest payments will depend on the
performance and creditworthiness of the portfolio, and other payment tests; and

+ RES are not issued or guaranteed by IAG. However, IAG may at any time exchange RES for
preference shares which will pay non-cumulative, quarterly, preferred floating rate dividends
that are expected to be fully franked, subject to certain dividend payment tests. These
preference shares, if issued, are expected to qualify as regulatory Tier 1 capital but are
different from preference shares previously issued by IAG (RPS1 and RPS2).

The issue of RES enhances IAG's capital structure by providing certainty now of access to
qualifying regulatory Tier 1 capital if needed at any time - particularly in market conditions that
are less favourable or less certain than current market conditions. Such circumstances could
include a severe fall in equity markets (like that experienced in October 1987), or major
catastrophes that are beyond the limits of the Group's reinsurance arrangements (there have
been no major catastrophes beyond these limits in Australia or New Zealand to date).

Upon issue of RES, the Group will reduce its current benchmark multiple of APRA's minimum
capital requirement from 1.60 times to 1.55 times. This will enable the Group to release some
existing capital for use in IAG's operations or for return to ordinary shareholders at an opportune
time.

Details of the offer are contained in a prospectus. Before you decide to participate, please read
the prospectus in full.

If you wish to apply for RES under the RPS holder offer, you must complete the personalised
yellow application form accompanying your prospectus which you can request by contacting
1300 666 635 or by visiting www.iag.com.aulres. You must quote the entire identification code
at the top of this letter when registering.

| encourage you to consider this investment opportunity. If, after reading the prospectus, you have
any questions regarding the offer, please consult your accountant, lawyer or other professionai
adviser. If you have any questions on how to apply for RES, please call the RES Information
Line on 1300 666 635.

Yours faithfully,
A
JﬂMwJ
James Strong

Chairman
" IAG Finance (New Zealand) Limited
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22 November 2004

LT Bhy DR
Manager, Company Announcéemerits Office
Australian Stock Exchange Limited
Level 4, Exchange Centre
20 Bridge Street
SYDNEY NSW 2000

Dear Sir/Madam
INSURANCE AUSTRALIA GROUP LIMITED (‘IAG’)

INVESTOR PRESENTATION: NEW $500 MILLION RESET EXCHANGEABLE
SECURITIES OFFER BY A SUBSIDIARY

Attached is a copy of an Investor Presentation to be made today in relation to a
proposed new issue of up to $500 million in Reset Exchangeable Securities
(‘RES’) by IAG Finance (New Zealand) Limited, through its New Zealand branch.
IAG Finance (New Zealand) Limited is a wholly-owned subsidiary of IAG.

It is intended that RES, if issued, will be listed on ASX.

Yours sincerely

Anne O’Driscoll

Group Company Secretary &
Head of Investor Relations

Attachment (21 pages) |
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Reset Exchangeable Securities (RES) ssu
of up to $500 million with abulity to accept
oversubscriptions for up to $50 mllllon (Offer)

George Venardos, Chief Financial Officer “
Michael Woods, Head of Group Finance & Treasury" .
uBS ’

22-24 November 2004

IAG Finance {New Zealand) Limited (lssupr) through its New Zealand branch,
a wholly-owned subsidiary of Insurance Australia Group Limited

Lead Manager & Bookrunner % UBS

o 1AG Fi Now Zesla me
,sgfo CGU B N e vt

Disclaimer w I1AG

« This presentation has been authorised by IAG Finance {New Zeaiand) Limited (ABN 97 111 268 243) (1AG Finance {NZ) or lssuer),
& wholly-owned subsidiary of Insurance Australia Group Limited (ABN €0 080 739 023) (LAG), in connection with a proposed
oﬁeﬂm(Oﬁar)ofResetExdnwsaﬂeSewMes(RES) The Offer is made according to a prospecius which was lodged with the

i {ASIC) on 22 November 2004 (Prospectus). UBS AG, Australia Branch (UBS)

lsmeLaadMamger&BookrunrmofmeOHef
UBSlsoﬁanrgmmebrmomofRESbymeWmmngmumwusmdeESbmadsmrqba
doad between the lssuer, IAG and the Lead M: & that an 4 ' for the purposes
of section 811A{2)b) of the Corporations Act. As part of UBS's ations under the i risation and the
corporstmﬂu.nwraqwredwgfvsyouaﬂnandalSuviess&dde(FSG)pdortoyouinvemsmmo&erAppendeofme
Prospectus lodged with ASIC on 22 November 2004 contains a copy of the Lead Manager & Bookrunner's FSG.

* This p ation is provided to p jad i for the scle purpose of providing inft ion to enable recip to evaluate their
lmminpamupaﬂrglnmmaf it is not intended as an offer, invitath or with respect to the
purchasa or sale of any security. Pmmelmmmuumake&wm’ d d i of an investment in RES.

+ The information contained herein is subject to et rificati This d has not been lodged with
ASIC. mtnbmaﬂonmdmmnrﬂMGﬁnmmerWNﬂyhbwwmme

+ Any Investor wishing to acquire RES will need to read the Pro: and the i form that will be attached to, or

accompany, quadmmormmwmﬂmmdﬁueﬁmhwﬁd{emm com.au/res.
« See aiso the *Important information” section at the back of this presentation.

.. ~ IAC Financo New Zesisnd) Linid
N@A scjo sgle QG: Romn  (STATE] N4 ABN 67 111 268 243
wwsuTance —




Agenda (2} IAG

+ Whyissue RES? George Venardos
+ Offer summary George Venardos
+ |AG and the Issuer George Venardos
* Reset Exchangeable Securities Michael Woods

* Syndicate, bookbuild & timetable uss

. - ] S 1AG Finance (New Zeetand) Limtad
sclo g8 \CGU  Eypum  (STATE] N4 ABN 87 111268243 3

teEueaNct

Why issue RES?

R RO T im - IAG Firance (New Zeaiand) Limited
scjo: ggic \cGu P  state R g ABN 97 111268 243 4
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RES - Capital and risk management ’)ZLAQ
initiative '
* RES are a new type of security for IAG

« |AG has sufficient Tier 1 capital—hence there is no need to issue
Preference Shares now

+ 1AG’s key wholly-owned insurers hold Insurer Financial Strength Ratings
of "AA'—currently the highest S&P rating of any Australian-based
financial institution—but access to Tier 1 capital is important, particularly
for unforeseen events which could impact the Group's capital strength

» RES provide certainty of access to Tier 1 capital at any time

« |Initiative protects the interests of major stakeholders—shareholders,
policyholders, creditors and our people

. . e, 1AG Finance (New Zeaiand) Limited
r@a sGjo % <Gu man - (STATE; N4 ABN 07 111268 243 13
INSQEARCE =

Benefits for IAG . QiAG

+ RES remain off-balance sheet until the Preference Shares are
issued (if ever) with minimal cost to the Group

* Provides capacity to reduce its current target benchmark multiple of
APRA’s minimum from 1.60x to 1.55x

» Releases capital for use in IAG’s operations or to retumn to
shareholders at an opportune time

+ Enables external financing of the NZ operations (and repayment of
internal Group loans)

; , . e IAG Finance (Now 2saland) Limited
NEa  scio B85 \C6U  Myuun,,  STATE) Lg ABN 07 111268 243 )

tnswmancE

]



IAG and the Issuer

LT T g o 1AG Finance (New Zesland) Limited
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L. INSUZANCE

Leading general insurance group in w, IAG
Australia and New Zealand ‘
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+ Market leader (by GWP) in each of Austraha & New Zealand—annual
GWP of A$6.4 billion

» Owns leading direct and intermediated brands and underwrites for other
parties, including RACV

d@h fi o [t 1AG Finance (New Zsslend) Limited
scio 384 QG: X o, STATE] N4 ABN 97 111 268 243 8
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Offer summary | ])Z 1AG

« Issuer
~  |AG Finance (New Zealand) Limited, through its New Zealand branch
- Wholly-owned subsidiary of IAG
+ Offer Size
- Up to $500 million of Reset Exchangeable Securities (RES)
—  Issue price of $100 each—up to five million securities
—  Ability to accept oversubscriptions for up to 350 million
+ lIssue Credit Rating
- 'A-' by S&P (same as RPS1 and RPS2)
+ Key features

-~ Non-cumulative, quarterly, floating Interest Rate Payments—expected to be fully franked (gross up
adjustment if not) —subject to payment tests

- Perpetual, although RES Holders have right to request redemption on a Reset Date {first of which is
expected to be 15 March 2010)
- 1AG may Exchange RES into Preference Shares issued by IAG at any time
~  Preference Shares if issued will pay non-cumulative, quarterly, preferred, floating rate dividends
expected to be fully franked-—with a one time step-up of 1.00% pa ten years after lssue Date—and will
rank equally with IAG's RPS1 and RPS2 (also subject to payment tests)
» Use of proceeds
- The gross proceeds of the offer will, through intra-group arrangements, be invested in a ‘AAAf S&P
rated portfolio (Portfolio) held beneficially for RES Holders
~  Interest Payments and Redemption Amounts will be dependent on the performance and
creditworthiness of the Portfolio
»  ASX quotation
© - Issuer will apply to quote RES on ASX as IANG (and, if issued, Preference Shares)

. ] e IAG Finance (New Zealand) Limﬁad
sGio  saic @ woan - {STATE! N4 ABN 97 111268243
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History of growth and product »1AG
diversification

Gross Written Premium by business ASbn ten

CAGR 21%

FYg7 FYss FYe9 FY00 FYot FY02 FY03 FY04

Year ended 30 June
SMetor BHome W Short-tail Commercial 9 Workers’ Comp  SICTPMotor igbility WHealth  Ulability W Other Short-tail

inciudes GWP of all sxcopt Inwands which is n run-cff,
The hoalth lnsurance businass was sold in July 2003,
omwwmtymdwwml extonded warenty and consumer credit businesses.

nn-\ddldmwonfwmoy--\dod:o.lmm1 mcmummuuymmnmmnmmu
dmmmmvuﬂ-d tites upon demytusiiastion of AL, MWMWMWMMMMM operation,
Including the thres wesks prior 1o demutualisaiton. The information for financlal yoars 1097 1o 2000 relates to AL,
MGM(MMM)L«W
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Business and profit growth JIAG

Insurance profit Insurance margin

Fyor  Fye2z  Fyes  Fyos ‘ FYo1 FY02 FY03 FYos
208 Retum on equity 25 Dividends per ordinary share
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Bo%; verageactus’  BEE . €15
3.0%
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{40% = 5
Fyot FYo2 FY03 FYo4 FYO1 FY02 FY03 FY04
*  ROE (actual) attribigable to ordinary sharsholders " N pame
* ROE( lised) attri {o ordinary st b tund adjusted 408 10-your bond rete for the
: o, phot 4% This wie 9.7% jo FYOL, the prior year reeults hive besw fevtuied on this busée.
T Y represects financisl yeary snded 39 Juns & dividends are Tiewe declirad for the raepestive finencisl pears,
" ‘ 1AG Finance (Naw Zealand) Limited
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Group structure and S&P ratings ))) 1AG

Insurance Australia
Group Limited ('IAG')

nsurance IAG
Australia Internationat
Limited Piy Limited

Other
entities

IAG Re Limited 1AG Porticlio

CGuU 1AG New
Insurance liustrative structure only to show the
Limited < key rated entities and those relevant
Swann o the RES Issve. Full detalls are
Insurance avallable on request.
{Ausi} Pty
Limited
IAN RES Issue Credit Rating A
1AG Portfolio - Australian Bond Fund Rating AAAS
IAG RPS2 Issue Credit Rating A
IAG RPS1 Issue Credit Rating A-
IAG Preference Shares (if issued) A-
Insurer Financla! Strangth Long-Term Counterparty
Ratings Credit Ratings
Insurance Austrafia Limited AA AA / Stable Cutiook
IAG New Zealand Limited AA AA / Stable Outlook
CGU insurance Limited AA AA ! Stable Outlook
Swann Insurance (Aust) Pty Limited AA AA ! Stabie Qutiook
scio s (coU Wypey S W posdiniosp ioi-b e
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IAG financial position w IAG

» Capitalisation of ordinary shares of $9.1bn as at 19 November 2004
- Ranked among the 25 largest Australian listed companies

+ Balance sheet as at 30 June 2004
— Total assets of $16.3bn
-~ Net assets of $4.2bn (net tangible assets of $2.8bn})

— RES will not be recognised in Group's statement of financial position as the
liability is set-off against the asset of the Portfolio until such time as the
Preference Shares are issued (if ever)

« Consolidated distributable eamings of $790m at 30 June 2004
—  $493m of distributable eamings in the IAG entity—distributions from some
entities subject to APRA approval
—  $223m fully franked final dividend on Ordinary Shares paid in October 2004
—  $15m fully franked dividend payable on RPS1 and RPS2 declared and payable
in December 2004

» Group had capacity to fully frank distributions in excess of $1.3bn as at 30

June 2004 »
; - . [ ety IAG Finance (New Zesland) Limited
SGJO  SGIC CGU  Eymam = [STATE] N4 ABN 97 111 268 243 ) 13
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Capital management | (_)ZZ 1AG

+ Capital actively managed on three parameters
~ Risk of ruin of 1in 750 years
~ 'AA'Insurer Financial Strength ratings for its key wholly-owned
operating entities
— A Group risk-weighted MCR multiple of 1.75 times as at 30 June 2004
(above then target benchmark multiple of 1.60 times)

« If RES issued the Group's target benchmark MCR multiple will be
reduced to 1.55x

+ Supported by
- Conservative claims reserving
> Minimum probability of sufficiency of at least 90%
- Extensive reinsurance programme
»Maximum loss per event set at less than 2% of combined ratio

i P 1AG Finance (New Zealand) Limitad
sGio goe @ Mo (STATE] N4 ABN 97 111268 243 "
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Group borrowings & RPS as at 30 June w IAG
2004 ‘

« Current borrowings include
— Senior borrowings of $91m with 'AA’ S&P rating
»>NZ$100m, NZ$50m maturing in each of August 2005 and August 2007
- $300m of domestic subordinated (10 nc 5) notes

»Issued November 2002 with a 'AA- S&P rating, legal maturity in November
2012

» Dual tranche ($250m fixed & $50m floating)

— US$240m of subordinated (12 nc 7) notes ($401m)
»Issued April 2003 with a 'AA-' S&P rating, legal maturity April 2015
»FX exposure (principal & interest) swapped back to Australian dollars

« Reset Preference Shares
— RPS1: $350m issued / listed June 2002, first reset date June 2007
— RPS2: $200m issued / listed June 2003, first reset date June 2008

|AG Finance (New Zealand) Limited

. s
N@A s¢lo goc @ Byem,, STATE! N4 ABN 97 111268 243 15
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Strategy remains unchanged
A

Simultaneously researching
now for internationally 4,
applicable core —_—>
competencies

Progress

We believe there are
significant opportunities
locally for the next few
<«—— Delivered years

Time
>

1AG Finance (New Zesland) Limited

scio = @ Voo, ;S?E':" LAl ABN 67 111 268 243 16




Strategic goals updated (l)j IAG

+ Top quartile total shareholder return

* Return on Equity of at least 1.5 times WACC on normalised basis
+ Establish an Asian foothold

* Maintain 80:20 mix of short-tail:long-tail gross written premium

+ Maintain Insurer Financial Strength ratings of 'AA" from S&P for key
wholly-owned general insurers

s N - [t 1AG Finance (New Zealand) Limited
N@A sGro % CGU  ‘MEgem =~ (STATE; N4 ABN 97 111268 243 7

Outlook for FY05 unchanged w IAG
« QOrganic business is performing as planned

* Policy growth remains strong

» No unexpected claims developments

Investment markets robust

« Economic outlook good

« Annual insurance margin expected to exceed FY04 (13.5%)

: . Py 1AG Fi (New Zastand) Limitse
sclo 388 @"j By, Gwm M4 ettt o
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IAG Finance (NZ) (.))é IAG

* |AG Finance (NZ) is a wholly-owned subsidiary of IAG and Issuer of
RES through its New Zealand branch

* The Issuer has responsibility for raising finance for the New Zealand
subsidiaries of the Group and for managing their treasury
requirements

+ The Board of the Issuer comprises:
— James Strong (Chaimman)
— Michael Hawker
— Rowan Ross
— George Venardos
— Michael Woods (alternate for M Hawker and G Venardos)

{AG Finance (New Zsaland) Limited

N@Q scio  goic @ Moo smare: W4 ABN B7 111268243 10
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Issuer’s role in the Offer (,’)JJ IAG

« Issuer is a wholly-owned subsidiary of IAG

+ Recently established with responsibility for raising finance for the
New Zealand subsidiaries of IAG and for managing their treasury
requirements

+ |ssuer will lend the gross proceeds of the Offer, through intra-group
arrangements, to IAG Portfolio (a wholly-owned subsidiary of IAG)
whose sole purpose is to invest _the gross proceeds in the Portfolio

» The Issuer's obligation to RES holders will be secured by the
Portfolio

) . . sy ' 1AG Finance (New Zealand) Limited
seio  gCI8 CGU  Mypow (STATE! N4 ABN B7 111 268243 20
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) IAG

Reset Exchangeable Seqﬁritiés

~EJA “scio. gaio cou B, N4 prevfiziriorrt il
Reset Exchangeable Securities ’)Z IAG
-
1
]
: Reset Exchangeable
i Securities 1
: (RES) !
1 1
: Issued by IAG !
. Finance (NZ) 1
1 1
1 [}
1 |
l- O G U N ES B8 DR AN EE e -l

. o IAG Finance (New Zealand) Limited
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RES: Issued by IAG Finance (NZ) JIAG

* Reset Exchangeable Securities
-  Perpetual, subject to rights to Redeem, Exchange or Convert
—  The gross proceeds of the offer will, through intra-group arrangements, be invested ina
‘AAAF S&P rated portfolio {Portfolio) held beneficially for RES Holders
~  RES liability set-off against the Portfolio—off-balance sheet
- Income derived on the Portfolio expected to be sufficient to meet RES Interest Payments

« Interest Payments and franking
- #:snt—scumulative, quarterly, floating rate Interest Payments—subject to Interest Payment
~ Interest Rate = (90 day BBSW + Margin) x (1 — Tax Rate)
- Interest Rate for first Interest Payment will be the greater of 5.5%pa and 90 day BBSW
on Issue Date
~  Margin (until first Reset Date) determined by bookbuild (in range of 100—130 bps)
~  Expected to be fully-franked—gross-up adjustment if not
-~ Payable 15 June 15 September, 15 December and 15 March

+ Ranking
—  Secured limited recourse debt
~ Inliquidation—secured by Portfolio (Australian Bond Fund rating of 'AAAf by S&P)
- On winding-up of Issuer—RES Holders receive assets held in Portfolio and IAG may no
longer exercise its Exchange Rights
- On Exchange into Preference Shares—rank equally with IAG’s RPS1 and RPS2

- [y IAG Finance (New Zealand) Limited
scio g8 ceu e, (STATE: w4 ABN 67 111 268 243 P
nenancs

RES: The Portfolio Q1A

+ Comprises high quality, short-dated, fixed interest securities, '"AAAF
Australian Bond Fund Rating from S&P?

« Portfolio subject to strict Investment Mandate

» Retums generated by the Portfolio will ultimately be paid to the
Issuer and used to. make Interest Payments to RES Holders

+ |AG Asset Management will be the Portfolio Manager and will
manage the Portfolio based on a strict Investment Mandate

* |AG Asset Management is a wholly-owned subsidiary of IAG

~ Primarily manages investment funds on behalf of the Group totalllng
A$9.3 billion as-at 30 June 2004
- Currently manages 'AAAm' fund with $1.3 bnlllon as at 30 June 2004

INote:

1 According o S3P, funds rated 'AAAF have sxiremely strong protaciion against losses from credit default 'AAAS is the highest Bond Fund
Rating assigned ty S&P
: e —. - IAG Finance (New Zealand) Limited
seio  GEE \&% Mump. STE N4 ABN 97 111288 243 2
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RES: Interest Payments (}?/ IAG

* There are two Interest Payments tests:

— Test 1. Interest Payments will only be paid in full if the Net Portfolio
Income exceeds the aggregate interest Payment as at the Interest
Payment Date (if test failed, the aggregate Interest Payment to RES
Holders will only be paid up to the Net Portfalio Income)

— Test 2: Interest Payments may not be paid if both of the following apply
(1AG Profits Test):

»1AG does not have sufficient profits at least equal to the aggregate Interest
Payment on the relevant Interest Payment Date; and

> IAG has not paid a dividend on any class of capital in the 12 month period
before the relevant interest Payment Date

+ If Interest Payments not paid in full within 20 Business Days:
— If both Interest Payments Tests were satisfied, RES Holders may

request redemption
- {f failed the IAG Profits Test, dividend and capital reduction stoppers
will apply to IAG
scio  sac (cou  mypm, Gum N4 1A Firance (New Zesiand) Limited

INsuaARcE

RES: Reset Provisions (_]2 lAG

« First Reset Date is 15 March 2010, then every five years unless date
reset

+ Issuer may Redeem and/or Convert some or all of RES on a Reset
Date

« RES Holders may request redemption on a Reset Date

» Terms that can be reset are:
- Next Reset Date
- RES Margin

— RES Conversion Discount
» Changes to be advised—50 Business Days prior to Reset Date

+ Deemed acceptance of change of terms unless RES Holders notify
the Issuer of a request for redemption

sGio ggic \CSV Mo, M ABN 67 111 268243

IRBUBANCY

1AG Finance {New Zsaland) Limited
N4 "
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RES: Holder redemption ‘}ZZ IAG

* RES Holders can request redemption of some or all RES to the
Issuer
— onany Reset Date
-~ if a Trigger Event has occurred

= Trigger Event includes:
— Interest Payment Tests satisfied and Interest Payment not paid in full
within 20 Business Days of Interest Payment Date

~ Liquidation event occurs for Issuer, IAG or IAG Portfolio (excluding
Winding-Up Event of Issuer or IAG Portfolio)

-~ |AG announces intention to sell all, or substantially all, of its business,
undertaking or assets (unless through a solvent reconstruction)

— Issuer or IAG Portfolio is no longer a wholly-owned subsidiary of IAG

I1AG Finance (Naw Zeaiand) Limited

NESA  SGjo goic \cou  mygen, SmamE N4 ABN 97 111268243
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RES: Holder redemption (contd) (’,)2 IAG

* If the Issuer receives a redemption request from a RES Holder, then
the Issuer or IAG may choose to do any of the following: _

- Issuer: Redeem RES for an amount of cash equal to the Redemption
Amount to :

— Issuer: Arrange for a third party to acquire those RES from the RES
Holder for the Issue Price plus any accrued Interest Payments -

— Issuer: Arrange Conversion of RES into Ordinary Shares

—~ |AG: Exchange RES for Preference Shares (that is, exercise its
Exchange Right)

» Redemption Amount is $100, unless the Net Portfolio Proceeds per
RES are less than $100—then the Redemption Amount will be
reduced to the Net Portfolio Proceeds per RES

»  Number of Ordinary Shares issued per RES on Conversion will be
calculated by dividing the Redemption Amount by the 20 Business
Day VWAP, reduced by the RES Conversion Discount of 2.5%

g 1AG Finance (New Zeeland) Limited
N4 ) Ui

scio == GV Myoum,  BTATE ABN 97 111268 243
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RES: Redemption or Conversion by ])) 1AG
Issuer ‘

* |ssuer may initiate Redemption or Conversion of all or some RES:
- On a Reset Date, by giving 35 Business Days notice prior to the Reset Date
~ If a Regulatory, Tax or Acquisition Event has occurred

— If there are less than one million RES on issue—in which case the
Redemption or Conversion must apply to all

« |f Issuer initiates Redemption or Conversion, RES Holders will receive:
- Cash; and/or
— Ordinary Shares at a 2.5% discount to 20 Business Day VWAP,
with aggregate of Cash and Ordinary Shares to equal the Redemption Amount

scio g (v mpm, Taw W 1 Fircs s oy s
]
Exchange to Preference Shares U IAG

Reset Exchangeable
Securities
(RES)

Issued by 1AG
Finance (NZ)

~ ; e I1AG Finance (New Zealand) Limited
"@“ sGjo  sge  \CGU Eyumo (STATE] N ABN 97 111 268243 %
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Exchange: IAG’s Exchange Right (B) IAG

*+ |AG may, at its absolute discretion, Exchange RES into Preference
Shares issued by IAG at any time

« One Preference Share will be delivered to RES Holders for each
RES Exchanged

* On Exchange IAG will send a notice to RES Holders stating:
— Number of RES to be Exchanged
— Number of Preference Shares to be issued
— Preference Share Issue Date

* Exchange conditions include:
— Exchange Right can only be exercised on up to two occasions
— A minimum of two million RES must be Exchanged (and in whole
muttiples of 10,000) at any time
- _Exchange. if not for all RES, must leave at least two million RES on
issue

. . B e, AG Finance {New Zegland) Limited
"@“ selo 3ge  \ceu T CL I ABN 07 111268243 a1
iwaaramcs

Preference Shares (’ZZ IAG

Reset Exchangeable
Securities
(RES)

Issued by IAG
Finance (NZ)

1AG Finance (New Zsatand) Limited
w4 <

@ scfo g A\ @ ABN 97 111268243
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Preference Shares: Issued by I1AG (_‘)Z IAG

+ lssue of Preference Shares on Exchange
—  Fully-paid preference shares in the capital of IAG
— Rank equally with RPS1 and RPS2 and are expected to qualify as Tier 1 capitai
- [Hissued, the Preference Share Issue Price will be equivalent to the Redemption
Amount, which may be less than the RES Issue Price of $100
+ Dividend and franking similar to RES
- Non-cumulative, quarterly, floating dividends—subject to Dividend Payment Tests
—  Preference Share Margin as per RES Margin at time of issue (no reset provision)
- Expected to be fully-franked—gross up adjustment if not
- Payable 15 June, 15 September, 15 December and 15 March
« Step-Up
~ K not Redeemed or Converted by the first Dividend Payment Date afier ten year
anniversary of issue (Step-Up Date), one-time step-up in Margin of 1.00% pa
» Preference Shareholders have no right to request Redemption or
Conversion
* |AG may Redeem for cash (subject to APRA approval) and/or Convert
into Ordinary Shares some or all Preference Shares on:
- The Step-Up Date
~  Any Dividend Payment Date after the Step-Up Date
—  After certain specified events (Acquisition, Regulatory or Tax)

, . p— AG Finance (New Zealsnd) Limisd
scio  gow @ B, omre W ABN 97 111 268 243 Y
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Preference Shares: Issued by IAG w IAG
(contd) "

* Proceéeds on Redemption or Conversion
- Redemption for cash equal to Preference Share Issue Price (may be less than
$100)
~  Conversion into Ordinary Shares as per RES Conversion Discount at time of
Preference Share issue, currently 2.5%
* Dividend Payments Test
- Directors determining a Dividend to be payable
— |AG having sufficient profits available to pay the Dividend
-~ Payment will not cause 1AG to breach APRA guidelines (incl. capital adequacy &
distributable profits test) and APRA not otherwise objecting
+ Dividend stopper
- If Dividend not paid within 20 Business Days of Dividend Payment Date, no
dividends on Ordinary Shares or reduction of capital for any securities ranking
behind the Preference Shares

* Ranking as per RPS1 and RPS2
* Rating
- K issued today, Issue Credit Rating of ‘A-' by S&P (as per RPS1 & RPS2)

+ ASX quotation
- Application will be made to ASX for quotation prior to issue

- . Py LAG Finance (New Zealand) Limited
N@Q scjo  SGKC @ Myowun  (STATE] N4 ABN 87 111 268 243 2
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Syndicate, bookbuild & tlmetable

N@A scio % @ D, gEp W prtpiptipierb e
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Syndicate and bookbuild timetable )) I1AG

» Lead Manager and Bookrunner: UBS AG, Australia branch
+ Senior Co-Managers:
- Citigroup Global Markets, Goldman Sachs JBWere, Macquarie
Equities, Ord Minnett & UBS Private Clients
* Co-Managers:
— Bell Potter, CommSec, Deutsche Securities, Grange Securities &
Tricom Equities
» Bookbuild will be conducted by the Lead Manager & Bookrunner and
will close:
—  For brokers: by 9:30am 25 November 2004
— For institutions (through the Lead Manager & Bookrunner only):
2:00pm 26 November 2004
* The bookbuild will be conducted based on a RES Initial Margin v
range of 100—130bps, fully valuing franking credits (assuming 30%
Tax Rate)
* On Monday 29 November 2004
~ Allocations and the RES Initial Margin advised to institutions and

brokers
-~ RES Initia} Margin announced to the market
n@a  scio ga (cou  myam, Fwm M P
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Offer: Indicative timetable

Record date—Eligible RPS Holders 7.00pm 19 November 2004
Announcement of Offer and lodgement of Prospectus with ASIC 22 November 2004

Bookbuild 25 November-26 November 2004
RES Initial Margin announced 29 November 2004

Opening Date 30 November 2004

Closing Date for RPS Offer and General Offer §.00pm 5 January 2005

Closing Date for Broker Firm Offer 10.0ﬁam 7 January 2005

11 January 2005
Commencement of trading on ASX on a deferred settlement basis 12 January 2005

Despatch of Holding Statements 14 January 2005

Commencement of trading on ASX on a normal settlement basis 19 January 2005

Record Date for first Interest Payment 28 February 2005

First Interest Payment Date 15 March 2005

First Reset Date 15 March 2010
Dates are subject to change

- IAG Finance {New Zealand) Limited
scio  saic @ Wpm N4

ABN 87 111268 243 37
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Questions

g e - e N 1AG Finence (Nsw Zeatand) Limited
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SO SR y R su ~ 1AG Fi New Zsaiand) Limited
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1 INSURANCE

fotat Capitahisation
A< ot 30-Jun

Total debt

Shareholders’ Equity
Equity atiriuteble to ordinary sharshakiers
Retaned Profits

Foreign cumency translation reserve
Reset preforance shares

Eatnings before mtsrest and tax (EBIT)
Earmings before inerast, tax, deprecistion snd amortisation (EBITDA}
Market capitafisation at close of business dey, 30 June 2004

- Orciinary shares ($5.00 per shere)

- Resel preforance thares {IAGPA & IAGPE)

Total market cepitatsetion

Total dett{ Total dobts sharehoiders equity exchxding OF()

Torad dabtf{ Tota! debtetotal merkat cepitalization}

EBIT intorsst cover (tmes)
EBITDA intorest cover (tmes’

ICros carrency ruaps have been eatered taso to hedge the crrrency exposer from USS dencinared sebondinased deby. The principad of the cross
cxrmency swaps is revalued o take into 1 the USS/AS exchange nate and is reported s part of interest paying Nabilies.
- ) 1AG Firance (New Zeaiand) Limfied
%
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J1AG

Important information

The nformation In this pressatation ls en overview and does not contain ol deciaion. It is inrtended to constitute o
wun.ydmmmmuhhuu 1<) uw‘mqw)mmmwbu-mcm e Group of the

The pro forma financial purposas only, and Is unaudited and doss not purport ko be indicative of tha results thet
MMMMMMWNMWNMMM during and for the pertods presentsd, and is not necessarily
indicative of the lzsusr’s or the Group’s operating results or financial posltion & be sxpected in Ritire periode.

ln-bnupuwvdbylhm lor-pnuma--rm sxpreaa of impled, ls made as 1 the accuracy,

mb@l&hﬂ.hdmu financial advisors in with any of

This presentation is a prospectus nor an offer of shares for In any This does not. -cﬁubul.«
cwﬂmanmmm.uemhmwsu-ubmua ponon.-Mn—a 8 .8, of 1933, as
amended (the “U.S. Securities Amm-mmum«wummwmunuhmmamus porwn(-aﬂmdh
Reguiation § under the U.8. Securities Act), unless bhave been us. Act of e

avallahle.

“forward-looking statsments™ or “futirs matters” for the puarposes of
an(Z&thMmI(m)m statements” mmmudmu.s Private Sscurities Litigation Reform Act of
statements speak only as of the date of this pressntation. mmmmumm
and othet factors that may Cams the issusr’s or the Group’s sctual results, or o from sny futurs
mumm.mwammmmm

resuts, per or or implied by thess forward-looking statements.
or that the of the svents sxpe o kmplied in any forward looking statements In this presentation will
actually oecur.

This pressntation Is being supplisd 1 you sclely for your Information and may 1ot be reproduced or muwmmmxwm-yw
distribution in the United States) of Mh-w-ahmhmwmmhmumm the lssuer.

R*mhswam-mm
Thia precsntation makes refersnce 1 ralings issued by 38P. In respect of all these refersnces, it should be noted that;
~ 839 maus Credit Retings are not "market” ratings, nor are they a recommendetion to buy, hold or sefl securities (Including the RES):
- 8&P Insurer Financial Stength ratings are not & recommendation to purchase or discontinue any policy or contract lssued by an insurer o to
bury, hold or sell any sscurity offersd by an insurer; snd
- 58P Bond Fund Rating Is not a "marke(” rating and, i ho Indicator or guarantse of return on the Portfodo (ncluding the RES).

n9a  scio s @ o\

"‘ IAG Finance (New Zealand) Limited
ABN 97 111 268 243 41
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22 November 2004 Insurance Australia Group Limited

ABN 60090 739 923

IAG announces capital and risk management initiative 3% GeoreeSuest _
with $500 million Reset Exchangeable Securities offer "> 2000 Austmlia

iag.com.au

Insurance Australia Group Limited (IAG) today announced an initiative to raise up to $500 million
through an offer of Reset Exchangeable Securities (RES), as part of the Group’s commitment to
actively manage and enhance its capital structure.

RES are perpetual reset exchangeable notes, to be issued by IAG Finance (New Zealand) Limited, a
‘wholly-owned subsidiary of IAG which manages the ongoing treasury operations of the Group’s New
Zealand operations. '

Up to five million RES will be issued at an issue price of $100 each to raise up.to $500 million, with
the ability to accept oversubscriptions for up to $50 million. The minimum investment amount is
$5,000 (50 RES).

RES holders will be entitled to receive non-cumulative, quarterly, floating rate interest payments that
are expected to be fully franked. The floating interest rate is based on the 90 day bank bill rate plus an
indicative margin of between 1.00% — 1.30% per annum, to be determined through a bookbuild.

The interest rate for the first interest payment (15 March 2005) will be at least 4.55% — 4.76% per
annum fully franked, which is equivalent to a grossed-up interest rate of at least 6.50% — 6.80% per
annum, subject to the final margin.

RES are intended to be quoted on ASX. International ratings agency Standard & Poor’s (S&P) has
assigned an issue credit rating of ‘A-’ for RES, consistent with IAG’s reset preference shares (RPS)
issued in 2002 and 2003 (ASX: IAGPA and IAGPB). The Group’s very strong ‘AA’ insurer financial
strength ratings for all of the key wholly-owned operating insurance entities remains unchanged,
currently the highest of any Australian-based financial institution.

The gross proceeds of the offer will, through a series of intra-group loan arrangements, be invested in a
portfolio of high quality, short-dated, fixed interest securities, to be managed by IAG Asset
Management Limited. RES interest payments will depend on the performance and creditworthiness of
the portfolio, and other payment tests. S&P has assigned the portfolio an Australian bond fund rating
of ‘AAAT, its highest rating in this category.

RES are not issued or guaranteed by IAG. However, IAG may at any time exchange RES for
preference shares, which will pay non-cumulative, quarterly, preferred floating rate dividends, that are
expected to be fully franked. These payments would be subject to certain dividend payment tests.
These preference shares, if issued, are expected to qualify as regulatory Tier 1 capital.

IAG Chief Financial Officer George Venardos said this offer of RES enhances IAG’s capital structure.

“The offer of RES will enable us to introduce a new type of security which provides the Group with
certainty now of access to qualifying regulatory Tier 1 capital if needed at any time — particularly in
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market conditions that are less favourable or less certain than current market conditions. Such
circumstances could include a severe fall in equity markets like that experienced in October 1987, or
major catastrophes that are beyond the limits of the Group’s reinsurance arrangements. To date, there
have been no major catastrophes beyond these limits in Australia or New Zealand.

“Upon issue of RES, the Group will reduce its current benchmark multiple of APRA’s minimum capital
requirement from 1.60 times to 1.55 times. This will enable the Group to release some existing capital
for use in IAG’s operations or for return to ordinary sharecholders at an opportune time,” Mr Venardos
said.

The offer is expected to open on 30 November 2004 following a bookbuild to determine the initial
margin, and close on 5 January 2005 (if not closed earlier). RES will be issued through an offer to RPS
holders, a general offer and a broker firm offer. Registered holders of IAG’s RPS1 or RPS2 with an
Australian address as at 7.00pm (Sydney Time) on 19 November 2004, may apply for RES under the
RPS holder offer and will receive preferential treatment in allocations over applications received under
the general offer in the event of excess demand.

Full details of this investment opportunity are set out in the prospectus lodged with the Australian
Securities and Investment Commission today. Interested investors are encouraged to request a
prospectus early by calling the RES Information Line on 1300 666 635 or by visiting
www.iag.com.au/res.

Summary of key dates*

Record date for RPS holders participating in the RPS holder offer 7.00pm 19 November 2004
Announcement of offer and lodgement of prospectus with ASIC 22 November 2004
Bookbuild 25 - 26 November 2004
Announcement of RES initial margin 29 November 2004
Opening date 30 November 2004
Closing date for RPS holder offer and general offer 5.00pm 5 January 2005
Closing date for broker firm offer 10.00am 7 January 2005
Issue date 11 January 2005

RES commence trading on ASX on a deferred settlement basis 12 January 2005
Despatch of holding statements 14 January 2005

RES commence trading on ASX on a normal settlement basis 19 January 2005

Record date for first interest payment 28 February 2005

First interest payment date 15 March 2005

First reset date 15 March 2010

*These dates are subject to change. All times referenced are Sydney time.

UBS AG, Australia Branch, has been appointed as Lead Manager & Bookrunner to the offer. The syndicate
appointed to the offer comprises — Senior Co-Managers: Citigroup Global Markets Australia Pty Limited,
Goldman Sachs JBWere Pty Limited, Macquarie Equities Limited, Ord Minnett Limited, UBS Private Clients
Australia Ltd; Co-Managers: Bell Potter Securities Limited, Commonwealth Securities Limited, Deutsche
Securities Australia Limited, Grange Securities Limited, Tricom Equities Limited.

Insurance Australia Group is Australasia’s leading general insurance group. The group includes some of Australia
and New Zealand’s most trusted brands — NRMA Insurance, SGIO, SGIC, CGU, Swann Insurance, State Insurance
and NZIL

Media Relations Investor Relations

Name Emma Foster or Will Sargent Name Anne O’Driscoll
Telephone (02) 9292 8929  (02) 9292 9466  Telephone (02) 9292 3169
Mobile 0411 013 170 0411 012 835 Mobile 0411 012 675
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Insurance Australia
Group Limited

ABN 60090739923
388 George Street
Sydney NSW 2000
Telephone 02 9292 9222
iag.com.au

22 November 2004

Manager, Company Announcements Office
Australian Stock Exchange Limited
Level 4, Exchange Centre

20 Bridge Street IAG
SYDNEY NSW 2000 Insurance
Australia
Group
Dear Sir/Madam
INSURANCE AUSTRALIA GROUP LIMITED (‘IAG’)
PROPOSED ISSUE OF RESET EXCHANGEABLE SECURITIES
BY A WHOLLY-OWNED SUBSIDIARY,
1AG FINANCE (NEW ZEALAND) LIMITED
This morning IAG Finance (New Zealand) Limited (IAGFNZ), a wholly—owned
subsidiary of Insurance Australia Group Limited ('|1AG’) lodged a prospectus with
the Australian Securities and Investments Commission pursuant to which it is
proposed to raise up to $500 million through an offer of Reset Exchangeable
Securities (RES).
A copy of the prospectus as lodged with ASIC is enclosed. Electronic copies will
be available from IAG’s website at www.iag.com.au/res.
A copy of the media release introducing the proposed issue is also attached. _ n‘, =
tm B
. | O
Yours sincerely ch Y
- $E =
Oiae @:imu T2
‘ ' o >
S D
Anne O'Driscoll : ’
Group Company Secretary &

Head of Investor Relations

Attachment (131 pages)
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Reset Exchangeable
Securities

Insurance
: A .
Prospectus for the issue of Reset Exchangeable Securities (RES) Glrlosgsha

at an issue price of $100 each to raise up to $500 million ~ with .

the ability to accept oversubscriptions for up to $50 million

Applications must be for a minimum of 50 RES [$5,000)

Issuer
IAG Finance [New Zealand) Limited
(ABN 97 111 268 243),

through its New Zealand branch

The Issuer is a whotly-owned subsidiary of
Insurance Australia Group Limited
(ABN 60 090 739 923}

Lead Manager & Bookrunner

Senior Co-Managers Co-Managers

Citigroup Global Markets Australia Pty Limited Bell Potter Securities Limited
Goldman Sachs JBWere Pty Limited Commonwealth Securities Limited
Macquarie Equities Limited Deutsche Securities Australia Limited
Ord Minnett Limited Grange Securities Limited

UBS Private Clients Australia Limited Tricom Equities Limited

RES are unsecured notes for the purposes of section 2838H of the Corporations Act. The Issuer’s obligations are secured
over a portfolic of high quality, short-dated fixed interest securities for the benefit of holders of RES.
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Important information

Introduction

This Prospectus is dated 22 November 2004 and was lodged
with the Australian Securities and Investments Commission
(ASIC) on that date.

No RES will be issued on the basis of this Prospectus later than
13 months after the date of this Prospectus. ASIC and Australian
Stock Exchange Limited {(ASX) take no responsibility for the
content of this Prospectus nor for the merits of the investment to
which this Prospectus relates.

Offer

“This Prospectus relates to the offer of RES at an Issue Price of

$100 each to raise up to $500 million —~ with the ability to accept
oversubscriptions for up to $50 mitlion (Offer).

RES will be issued by IAG Finance (New Zealand) Limited
through its New Zealand branch (Issuer or IAG Finance (NZ)).

“The Issuer is a wholly-owned subsidiary of IAG.

_UBS AG, Australia Branch (ABN 47 088 129 613, AFSL No.

.

L 911AQ)

":—231087) (Lead Manager & Bookrunner) is offering to arrange - -
;o for the issue of RES by the Issuer according to this Prospectus.
*: The issue of RES is made according to a deed between” the

Issuer, IAG and the Lead Manager & Bookrunner that constitutes
an ‘intermediary authorisation’ for the purposes of section

of the Corporations Act.

As part of the Lead Manager & Bookrunner’s obligations
according to the intermediary authorisation and the Corporations
Act, it-is required to give you a Financial Services Guide before

'you decide to apply for RES. Appendix D contains a copy of the

Lead Manager & Bookrunner's Financial Services Guide.

. Availability

" This Prospectus wilt be available electronically during the .
* - Expasure Period and the Offer Period on the IAG-website at -

www.iag.com.au/res. Printed copies of this Prospectus will be
avaitable free of charge during the Offer Period by calling the

_ RES Information Line on 1300 666 635 (Mcnday to Friday,.
+8.30am to 5.30pm). If you access an electronic copy of this

Prospectus, then you shiould ensure that you download and

- .réad the entire Prospectus.

The Application Forms will be avarlable during the Offer Penod,‘
both efectronically and with printed copies of the Prospectus.

- Applications
LApphcanons accordrng to this Prospectus may only be
*.made during the, Offet Period, and on the Application Forms

attached to,-or accompanying,-this Prospectus (lncludmg an
electronic copy)

" You should rea_d this Prospectus in its entirety before deciding to-
. apply for RES. If, ‘after reading this Prospectus, you are unclear or
““have any questions abotit the Offer, then you should consUlt your

“accountant; stockbroker lawyer-or other professronal adviser.

'Forergn selling restrictions

" The distribution of this Prospectus (including an electronic copy)

in jurisdictions outside Australia may be restricted by law.

- If you come into possession of this Prospectus in jurisdictions

_outside Australia, then you should seek advice on, and

. -observe, any such restrictions. If you fail to, comply with such O
- restrictions, that farlure may consutute a violatiori. of applicable

securities laws.

This P t : i : : jurisdliction in - r
is Prospectus does not constitute an. offer in any jurisdiction in -  secured by the Charge and the Mortgage so that the Trustee

which, or to any person to whom, it would not be lawful to make
such an offer. No action has been taken to register or qualify

" RES or the Offer or to otherwise permit a public offéring-of RES

in any jurisdiction outside Australia. In particular, RES have not

been, and will not be, registered under the US Securities Act,
and may not be offered or sold in the United States or to, or for
the account or benefit of, a US Person.

For details of the foreign selling restrictions that apply to RES in
certain foreign jurisdictions - see Section 10.7.

Defined words and expressions

Some words and expressions used in this Prospectus have
defined meanings. The Prospectus glossary in Appendix A,
clause 16.2 of the RES Terms in Appendix B, and clause 9.2 of

~the Preference Share Terms in Appendix C define these words

and expressions. A reference to time in this Prospectus is to
Sydney time, unless otherwise stated. A reference to $, A$,
dollars and cents is to Australian currency, unless otherwise
stated.

Disclaimer

The pro forma financial information provided in this Prospectus
is for information purposes only and is not a forecast of
operating resufts to be expected in future periods.

You shouild rely orily on information in this Prospectus. No
person is authorised te provide.any information or to make any
representations in connection with the Offer which is not

- contained in this Prospectus. Any information or representations
+. not contained in this Prospectus may not be relied upon as

having been authorised by the Issuer or IAG in connection with

. the Offer Except as required by law, and only to the extent so

required, none of the Issuer, IAG or any other person warrants
the future performance of the Issuer or IAG or any return on any
investment made according to this Prospectus,

. Investment adee o

Thrs Prospectus does not provide |nvestment advice - you
‘should seek your own professional mvestment advice. The Offer
does not take into account your investrment objectives, financial
situation and particular needs (including financial and taxation

issues) as an investor. it is important that you read the entire

Prospectus before deciding:to apply.for RES. In particular,

in considering the prospécts of the Group, itis important that -
you consider the risk factors that could affect the financial
performance of the Group. You should carefully consider these
factors in light of your particular investment objectives, financial
situation and particular needs (including financial and taxation
issues) and seek professional advice from your accountant,
stockbroker, fawyer or other professional adviser before deciding
whether to apply for RES. For investment risks relevant 16 the =

‘Offer.— see Section 7.

Trustee -

The Trustee has had no rnvolvement in the preparation of any
part of this Prospectus._The Trustee expressly disclaims and

. takes no responsibility for any part of this Prospectus. It makes
" no statement in this Prospectus-and has not authorised or

caused the issue of it. The Trustee does not guarantee the
success of RES or Preference Shares or the payment of any
Interest Payments or Dividends.

‘Limited reoourse to the Issuer, IAG and IAG Portfolio
" RES Holders have no‘recourse to IAG; except in the event

of failuré by !AG to perfornt its obligations according to the

-Transaction Documients. The liability of each of the Issuer and

IAG Portfolio is timited in recourse to the property which is

may not seek to recover shortfalls owing to it by those entities
over and above the value of that property. .
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Key dates

Event | ' : , Date
Record date - Eligible RPS Holders . R 7.00pm 19 November 2004
Announcement of Offer and lodgement of Prospectus with ASIC | 22 November 2004
 Bookbuild o | 25 November - 26 November 2004
' A‘:/-\r:‘t’nouncement of RES Initial Margin | o o - 29 November 2064
T'»T‘Opeh'ing Date | | N - o . | 1 30 November 2004
o f.g‘:‘f-.t_':‘t'csing-oat'ej for RPS Holder Offer and General Offer o . 5.00pm 5 January 2005
Closing Date for Broker Firm Qffer - ' 1 0.00am 7 January 2005‘
Issue Date | . | _ . | . o | N January 2005
:'Co,r_rtmenc_e_mertt of trading" of RES on ASX on a:deferred se_ttleoteot;bési_s o : 12‘~Janua.ry‘ 2005
"Despatchvof-Holdihg:Statement's by : R .. Ll : ) MIIJanu‘ar'y 2005

. 5_'Con_nme_nc_ement of trading of'-RE‘S-on'A.S'X on a normal:settl‘em_ettt b_a_sis - >_ | ":.19‘_Janua'ry120j0>5:
‘Record Date for first |nterest-Payment , _ , o 28 February 2005

~ First Interest Payment Date | s SRR 15 March 2005 .-
‘t‘-;F|rst Reset Date . T | R - ' o S e 15 March 2010 “

Dates may change

. These datés {excluding Record Date for the first Interest Payment, first Interest Payment Date and first Reset Date) are indicative only
- and may charige. The Issuer, IAG and the Lead Manager.& Bookrunner may agree: to extend the Closing:Dates; to close the Offer

* ~early without notice; or 1 withdraw the Offer at any time before RES are issued. Accordingly, you are encouragéd to lodge your
Application as soon as possible after the Opening Date. The period between the Opening Date and the Closing Dates is known as

" the Offer Period.

Quotation of RES . , :

. The Issuer will apply to ASX within seven days after the.date of this Prospectus for RES to be quoted on ASX Quotatton of RES is not

~". guaranteed or automatic. If ASX does not grant permission for RES 16 be-quoted, RES will riot-be issued and all Apphcatlon
Payments will be refunded (without 1nterest) to Apphcants as'soon as pOSSIb!e ; :

Applications

-No Application will be accepted {and no RES wxn be issued} until séven days aﬂer this Prospectus was Iodged with ASIC. ASIC.may ..~ "~

extend that period for up to a further seven days (up to a total of 14 days) by notice in wrmng tothe Issuer This penod is known as
the Exposure Period.

* Applications will only be accepted during the Offer Period. You can obtain a copy of this Prospectus and an Appltcatton Form on the
IAG website at www.iag.com.au/res or arrange for a copy to be sent to'you by callingthe RES Information Line on 1300 666 635.



Chairman’s letter

IAG Finance (New Zealand) Limited
ABN 97 111 268 243

New Zealand branch
22 November 2004 IAG House,

Level 10, 151 Queen Street
Auckland, New Zealand

Dear Investor

On behalf of the Directors of IAG Finance (New Zealand) Limited, | am pleased to offer you the opportunity to invest in Reset
Exchangeable Securities (RES).

RES are perpetual reset exchangeable notes to be issued by IAG Finance (New Zeatand) Limited, a wholly-owned subsidiary
of Insurance Australia Group Limited {JAG).

Up to five million RES will be issued at an Issue Price of $100 each to raise up to $500 million, with the company having the
abifity to accept oversubscriptions for up to $50 milion. RES are rated 'A-" by Standard & Pgor's and the Directors intend that
they will be quoted on ASX.

RES Holders will be entitled to receive non-cumulative, quarterly, floating rate Interest Payments that are expected to be fully
franked. The Interest Rate for the first Interest Payment Date will be at least 4.55% - 4.76% per annum fully franked (which is
equivalent to a grossed-up Interest Rate of at least 6.50% - 6.80% per annum). The Interest Rate is based on the 90 day
Bank Bill Rate plus a margin and depends on certain Interest Payment Tests being met.

RES are not issued or guaranteed by IAG. However, IAG may at any time Exchange RES for Preference Shares, which will pay
non-cumulative, quarterly, preferred floating rate Dividends that are expected to be fully franked, subject to certain Dividend
Payment Tests. These Preference Shares, if issued, are expected to qualify as regulatory Tier 1 Capital but are different from
preference shares previously issued by IAG (RPS1 and RPS2).

The key features of RES and Preference Shares are summarised on pages 4 and 5 and a comparison to RPS1 and RPS2 is
provided on pages 6 and 7.

The issue of RES enhances IAG's capital structure by providing certainty now of access to regulatory Tier 1 Capital if needed
at any time — particularly in market conditions that are less favourable or less certain than the current market conditions. Such
circumstances could include a severe fall in equity markets (like that experienced in October 1987), or major catastrophes
that are beyond the fimits of the Group’s reinsurance arrangements (there have been no major catastrophes beyond these
limits in Australia or New Zealand to date).

RES will provide the Group with the flexibility and certainty to access reguiatory Tier 1 Capital at any time. Upon issue of RES,

the Group will reduce its curent benchmark multiple of APRA's minimum capital requirement from 1.60 times to 1,55 times.
This will enable the Group to release some existing capital for use in IAG’s operations or for return to Ordinary Shareholders

at an opportune time.

~ Full details of this investment opportunity are set out in this Prospectus and | urge you to read it thoroughly. If you have any
questions regarding the Offer, please contact your accountant, stockbroker, lawyer or other professional adviser. If you have
any questions on how to apply for RES, please call the RES Information Line on 1300 666 635.

The key dates for the Offer are summarised on the previous page. It is possible that the Offer will close early, so | encourage
you to lodge your Applications as soon as possible after the Opening Date.

Yours faithfully

JOomas dtrong

James Strong
Chairman
IAG Finance (New Zeatand) Limited
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Reset Exchangeable Securities...

This Prospectus describes the Offer of RES. The Issuer intends to issue up to five million RES, at an

Issue Price of $100 each to raise up to $500 million - with the ability to accept oversubscriptions for up

to $50 million. The minimum Application is 50 RES ($5,000).

The Group currently has sufficient Tier 1 Capital. This is the reason why the IAG Directors did not choose

to issue a security like Preference Shares now.

The gross proceeds of the Offer will, through a series of intra-group arangements, be invested by a
wholly-owned subsidiary of IAG in a portfelio of high quality, short-dated, fixed interest securities {Portfolio).
The Issuer’s obligations to RES Holders are secured by the Portfolio and Interest Payments and Redemption
Amounts will depend on the performance and the creditworthiness of this Portfolio.

In this Prospectus, certain information that is specific to RES has been highlighted with a yellow background
and certain information that is specific to Preference Shares has been highlighted with a green background.

Reset Exchangeable Securities - issued by IAG Finance (NZ]

» Floating rate Interest

Payments

Depend on
Portfolio performance
and creditworthiness

Reset provisions

Exchangeable

Redeemable and
Convertible

Quoted on ASX
Issue Credit Rating’

Interest Payments are non-cumulative, based on a floating rate, and are expected to be
fully franked

Interest Payments are payable quarterly and are subject to Interest Payment Tests

the Interest Rate for the first Interest Payment Date will be at least 4.55% - 4.76% per
annum fully franked (which is equivalent to a grossed-up Interest Rate of at least

6.50% - 6.80% per annum)

Interest Payments and the Redemption Amount will depend on the performance and
creditworthiness of the Portfolio, which will be managed by IAG Asset Management Limited
The Portfolio has an Australian Bond Fund Rating of 'AAAf' by S&P'. According to S&F
funds rated ‘AAAF' have extremely strong protection against losses from credit default
'AAAF is the highest Australian Bond Fund Rating assigned by S&P

certain terms of RES may be changed by the Issuer on 15 March 2010 and any Reset Date
after that '

for Preference Shares at any time by IAG

on Reset Dates or when specified events occur:
- RES Holiders can request redemption of RES; or
- the Issuer can Redeem for cash or Convert RES into Ordinary Shares

the Issuer will apply to quote RES on ASX within seven days after the date of this Prospectus
RES are rated 'A-’ by S&P’

Note: 1 Any Issuer Credit Rating of 'BBB-' or higher from S&P is currently considered to be ‘investment grade’ ~ see Section 6.5 for the Group's credit ratings and
Section 7.3.8 for investment risks associated with credit ratings.



IF IAG
EXERCISES
ITS EXCHANGE
RIGHT

_» Floating rate
step-up -
“Dividends

.

‘Redeemable and v
Convertible - s

+ Quoted on ASX

« Ranking

Issue Credit Rating’ -

.Preference Shares

At any time, IAG may‘ exercise its Exchange Right to
Exchange some or all RES for Preference Shares issued
by IAG. The Preference Shares, if issued, are expected
to-qualify as regulatory Tier 1 Capital.

Preference Shares - issued by IAG

Dlwdends are non-cumulative, based on afloating rate; and are -

. expected to be fully franked

Dividends are payable quarterly and are subject to Dwndend :
Payment Tests

the Dividend Rate will be calculated in a simitar manner to the Interest
Rate'on RES

if Preference Shares are not Redeemed or Converted by the first

" Dividend Payment Date after the ten year anniversary of the
" Preference Share Issue Date (Step-Up Date), then the Preference

Share Iriitial Margin will increase by a one time step-up
of 1.00% per annum

on the Step-Up Date (or any Dividend Payment Date after that) or in
certain-other limited circumstances, IAG can: | ‘ \

_ Redeem Preference Shares for cash (subject to APRA approval); .or
— Convert Preference Shares into Ordinary Shares

i the Preference Shares are issued, IAG wili apply to quote them
on ASX \

Preference Shares are expected to have the same ratmg as, RPS1 and
RPS2, which are currently rated ‘A~ by S&P

i

‘Preference Shares are expected to rank equally W|th RP51

and RPS2




Comparing RES...

RES being offered according to this Prospectus are reset securities which may be Exchanged into Preference Shares
in IAG. Although both of these securities are similar to IAG’s RPS1 and RPS2, there are some ways in which they are
different. The table on these two pages gives you a snapshot of the similarities and differences and is not exhaustive.

RES - the security being offered

Feature according to this Prospectus

Legal form Unsecured note'. The Issuer’s obligations are secured
over the Portfolio for the benefit of RES Holders.

Issuer

IAG Finance (NZJ, through its New Zealand branch

Issue Credit Rating*

A~ by S&P

Quotation on ASX Intended
Issue date Expected to be 11 January 2005
Maturity Perpetual
- Distribution Interest
Non-cumulative Yes
Expected to be fully franked Yes

Distribution rate (market rate + margin) x (1 - Tax Rate}

Market rate Floating rate based on 90 day Bank Bill Rate - payable quarterly
in arrears ) :

Margin RES initial Margin 1.00% - 1.30% per annum, determined through

the Bookbuild (and after that as changed on a Reset Date)

-Distribution source

Portfolio - from where Interest Payments will be sourced,
The Portfolio will be managed by IAG AM and RES Holders
have a security interest in the Portfolio

Distribution tests

Sufficient Net Portfolio Income per RES and the IAG Profits Test

Step-Up Date - on which the margin increases
once only

Not applicable

Step-up margin increase

Not applicable

Reset provisions

Yes

First Reset Date

15 March 2010

Exchange into Preference Shares

Yes, at IAG's discretion at any time

Issuer redemption or conversion

On a Reset Date and in other circumstances, including a
Regulatory Event or Tax Event, the Issuer at its discretion may:
* Redeem for cash, or

* Convert into Ordinary Shares

Holders can request redemption

On a Reset Date or Trigger Event

Number of Ordinary Shares on conversion
calculated as

Redemption Amount

VWAP x {1 - RES Conversion Discount of 2.50%)*

Ranking in liquidation

Redemption Amount secured over the Portfolio

Qualifying Tier 1 Capital under APRA guidelines

No

Notes:

1 -RES are unsecured notes for the purposes of section 283BH of the Corporations Act and are limited recourse debt obligations of the Issuer

secured over the Portfolio for the benefit of RES Holders.

2 Any Issuer Credit Rating of 'BBB- or higher from S&P is currently considered to be ‘investment grade’ - see Section 6.5 for the Group's credit
ratings and Section 7.3.8 for investment risks associated with credit ratings.



...to RPS1 and RPS2 and Preference Shares

You can read: the key terms of RES and Preference Shares in Section 1; a question and answer summary in Section 2;
the RES Terms in Appendix B; and the Preference Share Terms in Appendix C.

RPS1 and RPS2 - currently issued
and quoted on ASX

‘Preference Shares - for which RES
' ‘may be Exchanged by IAG

Preference share

Preference share

IAG IAG _
‘A-" by S&P Preference Shares are expetted to have the same S&P -

 rating as RPS1 and RPS2, which is currently ‘A-" by S&P
Yes v lntended,‘ ' :

4 June 2002 and 20 June 2003, respectively

Preference Shares Issue Date upon Exchange of RES

Perpetual *Perpetual - -
Dividend Dividend

Yes Yes

Yes Yes

{market rate + margin) x (1 - tax rate)

(market rate + margin) x (1 - tax rate)

Fixed rate based on five year swap
rate — payable semi-annually in arrears

Fioating rate based on 90 day Bank Bill Rate ~ payabie.
quarterly in arrears

1.90% and 1.60% per annum, respectively

Same as RES Margin at Preference Share Issue Date untit

the Step-Up Date.‘men a one time step-up of 1.00% per annum

IAG

AG

Dividend payment tests (JAG and APRA}

Dividend Payment Tests (IAG and APRA} -

Not applicable

Dividend Payment Date ten years after the
Preference ShareIssue Date

Not applicable

" One time step—u";‘) of 1.00% at the Step-Up Date -

Yes

_No

15 June 2007 and 15 June 2008, respectively

i Not a’p.plicable‘

Not applicable

“Not -applicab{e »

On a reset date or if certain events occur

including a regulatory event or tax event,

IAG, at its discretion may:

+ redeem for cash (subject to APRA approval)®; or
+ convert inta Ordinary Shares

On the Step-Up Date, any Dividend Payment Date after =
that date and in other limited circumstances, including a '
Regulatory Event or Tax Event, IAG, at its discretion, may:
¢ Redeem for cash (subject to APRA approval); or

» Convert into Ordinary Shares

IAG may elect to redeem (subject to APRA approval},
convert or resell RPST or RPS2 on holder request for
redemption on a reset date or trigger event

~No -

$100
VWAP x (1 - conversion discount)?

‘ ‘Preference Share Issue Price
VWAP x (1 - Preference Share Conversion Discount)!

Pro rata with preference shares

Pro rata with preference shares .

Yes

Yes

Notes: (continued)
3 May be changed by the issuer on a reset date.

4 The RES Conversion Discount on the Preference Share Issue Date.




How to apply for RES

Read

Consider
and consult

Complete

Mail or
deliver

Read this Prospectus in full, paying particular attention to:

* important information on the inside front cover,

. answers to key questions in Section 2; and

* investment risks that may be relevant to an investment in the Offer in Section 7.

Consider all investment risks and other information about an investment in the Offer in light
of your particular investment objectives and your circumstances.

You should consult your ac;:ountant, stockbroker, lawyer or other professional adviser
if you are uncertain whether you should apply for RES.

Complete the relevant Application Form.

If at 7.00pm on 22 November 2004 you held any RPS1 or RPS2 and you are shown

on the Register as havihg an address in Australia, then you are an Eligible RPS Holder.
This means that you are eligible for preferential treatment over Applications received through the
General Offer when RES are allocated. To apply as an Eligible RPS Holder, you must apply on
the yellow personalised Application Form. To receive a Prospectus and your yellow personalised
Application Form, follow the instructions on the letter that was mailed to you by the Issuer on

22 November 2004 and register your interest either:

+ online at www.iag.com.aulres; or

* by calling the RES Information Line on 1300 666 635.

If you are nct an Eligible RPS Holder and you want to apply for RES through the General Offer,
then you need to complete the blue Application Form in the back of this Prospectus. To receive
a copy of this Prospectus with the attached, or accompanying Application Form, go to the
website www.iag.com.au/res or call the RES Information Line on 1300 666 635.

To apply, your completed Application Form must be accompanied by a cheque(s) in Australian
currency. Cheques should be crossed 'not negotiable’ and made payable to '|AG RES Offer’.

Broker Firm Applicants should contact your Senior Co-Manager, Co-Manager or Participating
Broker for more information about how to submit an Application Form and Application Payment.

Mail or deliver your completed Application Form together with your Application Payment
(unless you are a Broker Firm Applicant):

by mail to the Registry: or by hand delivery to the Registry:
Computershare Investor Services Pty Limited Computershare Investor Services Pty Limited
Reply Paid 1486 . Level 3, 60 Carrington Street

Sydney NSW 2001 Sydney NSW 2000

Your completed Application Form and Application Payment must be received by the Registry:

* if you are an Eligible RPS Holder or a member of the general public applying through the
General Offer, no later than the Closing Date for the RPS Holder Offer and the General Offer -
which is expected to be 5.00pm on 5 January 2005; or

+ if you are a Broker Firm Applicant and you forward your Application Form and Application
Payment to your Senior Co-Manager, Co-Manager or Participating Broker, in time for them to
arrange settiement on your behalf by the Closing Date for the Broker Firm Offer ~ which is
expected to be 10.00am on 7 January 2005.

The Offer may close early, so you are encouraged to lodge your Application Forms and
Application Payment as soon as possible after the Opening Date.

For full details on applying for RES, see Section 3. To obtain an answer to any questions on
how to apply for RES, call the RES Information Line on 1300 666 635.
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Key. terms of RESand
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| -Sect|on 1 summarlses the key terms of RES and Preference

o {Shares This mformatlon is a summary only You should

| “read this summary subject to the other mformatlon“
e ,/;;_'contann‘ed |n»th|s Prospectus in partlcular

‘rlsks in Sewtl-on 7; and

the RES Terms in’ Appendlx B and Preference Share
Terms in Appendlx C..

For more detail on these key terms see Sectlon 2

Wthh prOVIdes answers to key questlons about RES and
Preference Shares and the Offer generally




Reset Exchangeable Securities...

...as offered according to this Prospectus. At any time, 1AG may at its discretion exercise its Exchange Right to Exchange
RES into Preference Shares. A summary of the key terms of Preference Shares is on pages 12 and 13. The Issuer may also
Redeem or Convert RES, at certain times as summarised in the following table.

Interest Payments

Floating rate Interest
Payments

Security RES are perpetual reset exchangeable securities, issued according to the RES Terms. RES are
unsecured notes for the purposes of section 283BH of the Corporations Act and are fimited recourse
debt obligations of the Issuer secured over the Portfolio for the benefit of RES Holders.

Issuer IAG Finance (New Zealand) Limited, through its New Zealand branch.

Issue Price $100 per RES.

ASX quotation The Issuer will apply to quote RES on ASX within seven days after the date of this Prospectus.

Term Perpetual - unless Redeemed or Converted by the Issuer or Exchanged by IAG.

Issue Credit Rating ‘A Issue Credit Rating by S&P

. Use of proceeds The gross proceeds of the Offer will, through intra-grot)p arrangements, be invested in the Portfolio.

[

i
Interest Payments are non-cumulative, based on a floating rate, expected o] be fully franked and are
subject to the Interest Payment Tests.

Interest Rate for the

The Interest Rate for the first Interest Payment (to be paid on 15 March 2005) will be in the range of at

first Interest Payment least 4.55% - 4.76% per annum and will be calculated according to the following formuia:
Interest Rate = (Bank: Bill Rate + RES Margin) x (1 - Tax Rate)
where:
Bank Bill Rate  the higher of 5.50% per annum (Minimum Bank Bill Rate) or the Bank Bill Rate
on the Issue Date;
RES Margin the RES Initial Margin of between 1.00% - 1.30% per annum to be determined
through the Bookbuild; and
Tax Rate applicable 10 IAG's franking account as at the Interest Payment Date - 30% at the
time of this Prospectus.
Interest Rate for The Interest Rate for all later Interest Payments will be calculated according to the following formula:
all later Interest Interest Rate = (Bank Bill Rate + RES Margin) x (1 - Tax Rate)
Payments where:
Bank Bill Rate  the 90 day Bank Bill Rate on the first Business Day of the Interest Period;
RES Margin the RES Inttial Margin until the first Reset Date (and after that as changed
on any Reset Date); and
Tax Rate as above.

Interest Payment Dates

Interest Payments are payable quarterly in arrears on 15-March, 15 June, 15 September and
15 December {(or the next Business Day) and any Realisation Date. All Interest Payments will be paid by
direct credit to an account nominated by RES Holders at an Australian financial institution.

Interest Payment Tests

There are two Interest Payment Tests:

* Test 1 - Interest Payments will only be paid in full if the Net Portfolio Income exceeds the aggregate
Interest Payment as at the Interest Payment Date - if this test is failed, the Interest Payment will only
be paid up to the Net Portfolio Income available per RES; and

* Test 2 - Interest Payments may not be paid if both of the following apply (Lhese tests are referred to as
the IAG Profits Test):

- IAG does not have sufficient profits equat to, or greater than, the aggregate Interest Payments on all
-RES; and '
- |AG has not paid a dividend on any class of its capita! in the 12 month period before the refevant
Interest Payment Date.

Dividend stopper if

_ Interest Payments not
paid because of IAG
Profits Test

10

If an Interest Payment is not paid in full within 20 Business Days of an Interest Payment Date as a result
of IAG failing the IAG Profits Test, then a dividend stopper applies. IAG is restricted from paying any
dividends or making any returns of capital on Ordinary Shares (or any capital that ranks below any
preference shares on issue - including below RPS1, RPS2 and Preference Shares), unless the Issuer
pays 12 months Interest Payments in full or pays any unpaid Interest Payments from the last 12 months.



Franking Interest Payments are expected to be fully franked. If an Interest Payment is not fully franked, then the
Interest Payment will be increased (or grossed-up) to compensate for the unfranked component.

Portfolio .
Australian Bond The Portfolio is owned by IAG Portfalio and the Portfolio Manager is IAG AM. The Trustee has a security
Fund Rating interest in the Portfolio. The Portfolio has an Austratian Bond Fund Rating of ‘AAAf’ from S&P According
‘AAAF by S&P 0 S&F, funds rated 'AAAf’ have extremely strong protection against losses from credit default.

'AAAF’ is the highest Bond Fund Rating assigned by S&P

Reset

Reset Dates The first Reset Date is 15 March 2010.
On each Reset Date, the Issuer may change the next Reset Date, the RES Margin and the RES .
Conversion Discount. However, it may not change the calculation of the Bank Bil Rate or the frequency
and timing of Interest Payments - so RES will always have a quarterly, floating rate Interest Rate.

Exchange

IAG's Exchange Right  IAG may at its discretion Exchange RES into Preference Shares at any time. However, it may only
exercise its Exchange Right in up to two tranches. Each must be at least two million RES.
If IAG exercises its Exchange Right, each RES will be Exchanged for one Preference Share.
That Preference Share will have an issue price equal to the Redemption Amount on the Realisation Date.

Exchange by RES Holders have no right to request Exchange.
RES Holders

Redemption or Conversion »

Redemption or The Issuer may Redeem or Convert some or all RES on any Reset Date, or after certain specified
Conversion by events - see Section 2.6.
the Issuer
. Redemption by RES Holders may request redemption of some or all of their RES on any Reset Date or if a
RES Holders Trigger Event occurs.

If the Issuer receives a redemption request from a RES Holder, then the Issuer may choose to

do any of the following:

+ arrange for a third party to acquire those RES from the RES Holder for the Issue Price plus any
accrued Interest Payments);

» Redeem RES for an amount of cash equal to the Redemption Amount; or

* Convert RES into a number of Ordinary Shares equal to the Conversion Number.

in addition, IAG may exercise its Exchange Right.

Redemption Amount The Redemption Amount is $100. However, if the Net Portfolio Proceeds per RES is less than $100, then
the Redemption Amount will be reduced to the Net Portfolio Proceeds per RES.

Conversion Number The number of Ordinary Shares to be issued on Conversion of a RES will be calculated by dividing:
* the Redemption Amount; by
* the average of the daily volume weighted average sale prices of Ordinary Shares sold on ASX (VWAP)
during the 20 Business Days immediately before the Redemption Date, reduced by the RES
Conversion Discount of 2.50% (which the Issuer can change on any Reset Date).

Ranking

Ranking RES are a debt instrument of a wholly-owned subsidiary of IAG.

On a winding-up of the Issuer, RES Holders will receive an amount of cash equai to the Redemption
Amount. On a winding-up of the Issuer, IAG may no longer exercise its Exchange Right.

"




Preference Shares...

.. for which IAG may Exchange some or alt RES at any time. .

" - Security - Preference Shares are fuily paid preference shares in the capital of IAG issued according to the
g Preference Share Terms. : : :
Issuer Insurance Austratia Group Limited.”

Preference Share
issue Price |

Preference Shares will be issued for the Redempuon Amount whlch may be Iess than the
RES Issue Price of $100.

Step-Up Date

The first Dividend Payment Date ten years after the Preference Share Issue Date. O the Step- Up Date,
the Preference Share Margin will increase by a one time step-up of 1 OO% for all Dividends after the
Step-Up Date. :

ASX quotation If the Preference Shares are to be issued, IAG will prior to issue app|y to quote Preference Shares
: on ASX, ' : ‘
' - Perpetiial - Unless Redeemed or Converted by IAG:

Cem

_.Issue Credit Rating

Drwdends

- j‘Floalmg rate Drvudends

. " I issued today, Preference Shares would be expected tohave the same S&F’ Issue Credit Ratrng as
. RPS1 and RPSZ whrch currently is A- : . . L

Dividends are non- ‘cuimulative, based-on a floating rate, expected to be fully franked and are sutgect to
the Dividend Payment Tests.

- Dividend Rate

Dividend Rate will be calculated in the same way as the Interest Rate on RES according to the

-. following formuila:
" Dividend Rate = (Bank Bill Rate + Preference Share Margrn) X (1 Tax Rate)
" 'where: oo o
- Bark Bill Rate " the 90 day Bank Bil Rate onthe first Busrness Day of the Drvrdend Penod -
» S " other than the first Dividend Period where the Bank Brll Rate is determined- '
accordrng to. the Preference Share Terms; -
i Preference Share Margln equal to-the RES Margrn asatthe Preference Share lssue Date .
- : yntil the Step Up.Date when'it-will tncrease by aohe tlme step- up of
1.00% per annum; and_
Tax Rate - . applicable 10 1AG's franklng account as at the Dividend Payment Date -
‘ 30% as at time of IhlS Prospectus
Dividends are payable quanerly'in amears.on 15 March, 15 June;15 September and 15 December

. . Dividend Payment Dates-

{or the next Business Day).and any Preference Share Exchange Date All Dividends wil be paid by direct '

"+ " Dividend Payment Tests

. credit to an account nomlnated By Preference Shareholders at-an Australian fi nanclal institution,

’There are f e Dtvrdend Payment Tests

¢+ the. D;rectors determrnrng a Drvrdend to be payab!e

.V IAG havrng sufﬁcrent proﬁts available to pay the Dividend;- L
» JAG being able to pay the Dlvrdend without the Group | breachrng APRA ] caprtal adequacy gurdellnes o

» 1AG having sufficient APRA Distributable Profits; and
+ APRA not otherwise objecting to the Dividend being paid.

12



Dividend stopper if If a Dividend is not paid in full within 20 Business Days of a Dividend Payment Date, then a dividend
Dividends not paid . stopper applies. This means |AG is restricted from paying any dividends or making any returns of capital
i on Ordinary Shares (or any capital that ranks below any preference shares on issue ~ including below
'RPS1, RPS2 and Preference Shares), unless IAG pays 12 months Dividends in full or pays any unpaid
bDrvrdends from the last 12 months.

Franking Dividends are expected.to be fully franked. If a Dividend is not fully franked, then the Dividend will be
grossed-up to compensate for the unfranked component. .

Redemption or Conversion ' _

Redemption or IAG may Redeem or Convert some or all Preference Shares on any of: the Step-Up Date; any Dividend
- Conversion by IAG Payment Date after the Step-Up Date; or after certain specified events - see Section 2.10.
S " IAG may elect to! :
+ Redeem Preference Shares for an amount of cash (Subject to APRA approval)
. Convert Preference Shares for a number of Ordinary Shares. .
The value of the cash or Ordinary Shares: you will receive on Redemption or. Converszon will be at least o
“equal to the Preference Share lssue Price. . ‘ ; .

" 'Redemption or Preference Shareholder's have no'right to request Redemption or Conversion.
Conversion by
~ Preference -
Shareholders.
Conversion Number The number of Ordinary Shares to be issuéd on Conversion of a Preference Share will be calculated
: T » by dividing: '

.. » the Preference Share Issue Price; by -
* the VWAP during the 20 Business Days immediately preceding the Preference Share Exchange Date,
" . reduced by the Preference Share Conversron Drscounr :

" Preference Share o The Preference Share Conversron Discourt will be the RES Conversion Discount as at the Preference
Conversion Discount.  Share Issue Date. The RES Conversion Discount is 2.50% as at the date of this Prospectus {but it may
~ be changed by the Issuer on any Reset Date whilst RES are on issue).

Ranking . .. . Dividends will be pald in prrorrty to any dividends on Ordinary Shares. On a wrndrng up of IAG,
g ’ ) Preference Shares will rank for dividends and a return of capital behmd afl creditors of lAG equaﬂy wrth
"~ RPS1 and RPSZ, and ahead of Ordinary Shares. :
" 1AG reserves the right to issue additionat Preference Shares | in the future {or'other preference shares - - U
ranking equally with or behind the Preference Shares) without the approval of Preference Shareholders.‘ e

You should read the whale of this Prospectus carefully lf you are unclear in -

relatron to any matter or uncertain if RES or Preference Shares are a suitable:
investment for you, you should consult your accountant, stockbroker, lawyer
or other professronal advrser

13
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The RES Terms are set out in
Appendix B and the Preference Share
Terms are set out in Appendix C.

securities it may issue?
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Reset Exchangeable Securities

2.1 Description of RES

2.1.1  What are RES?

RES is an abbreviation for reset exchangeable securities, which are perpetual reset exchangeable securities issued by
the Issuer according to the RES Terms and the Trust Deed. RES are unsecured notes for the purposes of section 283BH
of the Corporations Act and are limited recourse debt obligations of the Issuer secured over the Portfolio for the benefit
of RES Holders.

RES:
» entitie RES Holders to a non-cumulative, quarterly, floating rate Interest Payment which is expected to be fully franked -

subject to the Interest Payment Tests — see Section 2.2;
* have Interest Payments and Redemption Amounts which depend on the performance and creditworthiness of the Portfolio
- see Section 2.3;
* have particular terms that may change on any Reset Date - see Section 2.4;
* may be Exchanged by IAG for Preference Shares at any time — see Section 2.5;
* may be Redeemed or Converted by the Issuer on any Reset Date or after certain specified events see Section 2.6; and .
+ will rank equally among themselves in a winding-up - see Section 2.7.

2.1.2 How can you apply for RES?

Details of how to apply for RES are provided in Section 3. Application Forms:are attached to, or accompany, this Prospectus.
Instructions on how to complete the Application Form{s) are in the back of this Prospectus.

2.1.3 s there a minimum Application amount?

If you apply for RES, then you must pay $100 per RES upon Application. You must apply for a minimum of 50 RES
#($5,000). If you apply for more than 50 RES, then you must apply for multipies of 10 RES - that is, for incremental
muitiples of at least $1,000. '

2.1 .4 Can RES be traded on ASX?

The lssuer will apply to ASX within seven days after the date of this Prospectus for RES to be quoted on ASX. Quotation is
not guaranteed or automatic. Quotation on ASX will allow you to realise or increase your investment in RES by selling or
buying RES on ASX at the then market price. There can be no assurance as to what that price wilt be.

If ASX does not grant permission for RES to be quoted, then RES will not be issued and ali Application Payments will be
refunded (without interest) to Applicants as soon as possible. If RES are quoted on ASX, then they can be purchased or
sold through any stockbroker in Australia. RES will trade under ASX code '(ANG'.

215 AreRES independently rated?

RES have been assigned an Issue Credit Rating of 'A-" by S&P Any Issue Credit Rating of 'BBB-' or higher from S&P is
_currently considered ‘investment grade’. See Section 6.5 for information about the Group s credit ratings and Section 7.3.8
for information about the risks associated with credit ratings.
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2.1.6  Who is involved in the Offer?

The following entities will be involved in the issue of RES:

Entity

Role

IAG Finance (NZ)’
IAG Finance (New Zealand) Limited

The Issuer of RES. The Issuer is an Australian company which wilt issue RES
though its branch in New Zealand. See Sections 5.1 and 5.2 for further details
on the Issuer; Sections 2.1 to 2.7 for answers to key questions about RES; and
Appendix B for the RES Terms.

IAG
Insurance Australia Group Limited

+ Inretation to RES, IAG is the Australian parent entity of the Issuer. See Section
2.1.7 on how AG is involved in the Offer and Section 2.2.9 on what happens
if an Interest Payment is not paid in full.

* In relation to Preference Shares, the issuer of Preference Shares. See Section 6
for further details on IAG; Sections 2.8 to 2.11 for answers to questions about
Preference Shares; and Appendix C for the Preference Share Terms.

IAG Portfolio’
I1AG Portfolio Limited

The beneficial owner of the Portfolio with the sole purpose of investing the gross
proceeds of a loan from IAL in the Portfolio. IAG Portfolio is an Australian
company. IAG Portfolio will grant the Trustee a security interest in the Portfolio to
secure the Issuer's obligations to RES Holders. See Section 5.3 for further details
on the Portfolio and Section 2.3 for answers to questions about the Portfolio.

- JAG AM?
IAG Asset Management Limited

The Portfolio Manager appointed according to the PMA, which manage the
Portfolio according to the Investment Mandate. See Section 9.3 for a summary
of the PMA.

IAL"
Insurance Australia Limited

JAL will lend an amount equal to the gross proceeds of the Offer to 1AG Portfolio.

IAL is the provider of the Interest Rate Floor to IAG Portfolio. See Section 9.4 for
a summary of the Interest Rate Floor.

IAG (NZ) Holdings®
IAG (NZ) Holdings Limited

The holding company of IAG’s New Zealand operations. IAG (NZ) Holdings is a
New Zealand company. The Issuer will lend the gross proceeds of the Offer to
1AG (NZ) Holdings which uses the proceeds to repay existing loans from IAL.

Trustee

Permanent Trustee
Company Limited

The holder of RES and other rights according to the Transaction Documents
(including the security interest in the Portfoiio) for the benefit of RES Holders.
The Trustee is appointed according to the Trust Deed. See Section 9.2 for a
summary of the Trust Deed.

Custodian ‘
National Australia Bank Limited

The holder and administrator of the Portfolio for the benefit of the Issuer, IAG
Portfolio, the Trustee and indirectly RES Holders. The Custodian is appointed
according to the PMA. See Section 9.3 for a summary of the PMA. The Custodian
has no responsibility for management of the Portfolio and does not guarantee or
support in any way the Issuer's or JAG Portfolio's obligations to RES Holders.

tead Manager & Bookrunner
UBS AG, Australia Branch

The arranger of the isste of RES by the Issuer according to this Prospectus.

The Lead Manager & Booksunner is appointed according to the Offer Management'

Agreement as summarised in Section 9.5. The Lead Manager & Bookrunner is
required to provide a Financial Services Guide to potential investors in RES.
See Appendix D for the Financial Services Guide.

Note: 1 A whaily-owned subsidiary of IAG.
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2.1.7  How is IAG involved?
RES are securities issued by a wholly-owned subsidiary of IAG, and IAG has no obligations in relation to RES except:

* in the case of Conversion or Exchange, it is obliged to issue Ordinary Shares or Preference Shares respectively;

» if IAG AM breaches its obligations in refation to managing the Portfolio and, as a direct result, there is insufficient Net
Portfolio Income to pay the Interest Payment in full or insufficient Net Portfolio Proceeds are realised on & Conversion,
Redemption or Exchange to pay the Redemption Amount in full, then IAG must pay an amount equal to the shortfall into
the Portfolio;

« if Interest Payments are not fully franked, then |IAG must pay an amount into the Portfolio to fund a gross-up of the
Interest Payment;

* 10 pay all costs, charges and expenses of managing the Portfolio including for the Trustee and Custodian.

* as a result of these obligations, IAG may be required to make certain payments into the Portfolio. IAL may also be required
to make payments into the Portfolio as provider of the Interest Rate Floor. However, IAG Portfolic and other members of the
Group may be entitled to any surplus in the Portfolio from excess Net Portfolio Income after payment of aggregate Interest
Payments, or from excess Net Portfolio Proceeds after payment of aggregate Redemption Amounts.

If you hold RES, then you have limited recourse to the Group, due to the set-off arangements between the Issuer, Trustee,
. Custodian and IAG Portfolio.

‘22 Interest Payments

2.2.1  What is an Interest Payment?

Interest Payments are non-cumulative, based on a floating rate, expected to be fully franked and are subject to Interest
Payment Tests. Interest Payments are expected to be paid quarterly and calculated at the Interest Rate - see Section 2.2.3.
_The interest Payment Tests ~ see Section 2.2.8.

Each Interest Payment is calculated accerding to the following formula:

Interest Rate x Issue Price x N
365

-Interest Payment =

where:
N is the number of days in the Interest Period.

As an example, if the Interest Rate was 4.55% - 4.76% per annum as calculated in Section 2.2.2, then the Interest Payment
for one RES for the first Interest Period would be calculated as follows:

Interest Rate . ‘ ; ' 4.55% ~ 4.76% per annum
Multiplied by the Issue Price : ‘ : ‘ x $100.00
 Multiplied by the numbér of days in the Interest.Period ' x 63
Divided by the number of days in a year ' + 365
Interest Payment (first Interest Payment Date of 15 March 2005) in the range $0.78 - $0.82'

Note: 1 Any fraction of a cent is disregarded when calculating Interest Payments on a RES Holder's aggregate holding of RES.

Interest Periods will have approximately 90 days in them - except for the first Interest Period used in the example above which
.is a shorter Interest Period that starts on the Issue Date. '
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2.2.2 How will the Interest Rate he determined?

The Interest Rate is a floating rate and will be set on the first Business Day of each interest Period by observing the Bank Bill
Rate and then using the following formula:

Interest Rate = (Bank Bill Rate + RES Margin) x (1 - Tax Rate)

Bank Bill Rate for the first Interest Payment, the higher of the Minimum Bank Bill Rate or the Bank Bill Rate on the Issue
Date - the Bank Bill Rate - see Section 2.2.5;

RES Margin  the RES Initial Margin of between 1.00% - 1.30% per annum to be determined through the Bookbuild
(and as changed by the Issuer on any Reset Date see Section 2.4); and

Tax Rate the Australian corporate tax rate applicable to the franking account of IAG as at the Interest Payment
Date expressed as a decimal. As at the date of this Prospectus, the relevant rate is 30% or, expressed
as a decimal in the formula, 0.30.

For the first Interest Payment to be paid on 15 March 2005, the Bank Bill Rate will be the higher of 5.50% per annum
(Minimum Bank Bill Rate) and the Bank Bili Rate on the Issue Date. As an example:

The minimum Interest Rate for the first Interest Period is calculated as follows:

Minimum Bank Bill Rate* at least 5.50% per annum

Plus the RES Initial Margin + 1.00% - 1.30% per annum
Grossed-up Interest Rate : 6.50% - 6.80% per annum
Multiplied by (1 - Tax Rate) x0.70
interest Rate (first Interest Payment Date of 15 March 2005) at least 4.55% - 4.76% per annum

Note: 1 The Minimum Bank Bill Rate is for the first Interest Payment only. The actual Bank Bill Rate for the first Interest Payment will be determined on the Issue
Date but will be no less than 5.50% per annum.

The Interest Rate set for each Interest Period after the first Interest Payment Date will be calculated using the above
formula — except that the Minimum Bank Bill Rate wili not apply and the RES Initial Margin may be changed by the lssuer
on a Reset Date.

2.2.3 What is the Bank Bill Rate?

The Bank Bill Rate is the 90 day bank bill swap rate which is the primary per annum benchmark interest rate for the Australian
money market, commonly used by major Australian financial institutions to lend short-term cash to each other over a 80 day
period. The Bank Bill Rate changes to reflect the supply and demand within the cash and currency markets. The graph in
Section 7.3.4 illustrates the movement in the 90 day Bank Bill Rate over the last 20 years.

The definition of Bank Bill Rate is in clause 3.1 of the RES Terms and clause 2.1 of the Preference Share Terms.

2.2.4  When will your Interest Payments be paid?

interest Payments will be paid on Interest Payment Dates (subject to the Interest Payment Tests). Interest Periods are from
each Interest Payment Date until the day before the next interest Payment Date — except for the first Interest Period which is
from the Issue Date until (but not including) the first Interest Payment Date on 15 March 2005. After the first Interest Period, -
your Interest Payment will be determined and paid on the following dates each year: -

Interest Rate determined Interest Payment Date
15 March 15 June

15 June : 15 September

15 September 15 December

15 December 15 March
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If an Interest Payment Date is not a Business Day, then the Interest Payment Date will be the next Business Day. Any
Realisation Date is also an Interest Payment Date. The final Interest Payment Date for any RES on issue is the date that RES
are Redeemed, Converted or Exchanged.

To be entitled to an Interest Payment, you must be recorded by the Registry as a RES Holder on the day thatis 11 Business -
Days (or such other period determined by the Directors or under the Listing Rules) before the relevant Interest Payment Date.

2.2.5  Will your Interest Payments be fully franked?
The Issuer expects, but does not guarantee, that Interest Payments will be fully franked. However, if an Interest Payment is not

fully franked, then it will be grossed-up for any shortfall in franking. In addition, if there is a change in the Tex Rate, the Interest
Rate will reflect that change.

1AG wili pay an amount into the Portfolio to enable the Portfolio to have sufficient Net Portfolio Income to pay any grossed-up
Interest Payment - see Section 9.3.9.

2.2.6  How will your interest Payments be paid?

The Issuer wili pay your Interest Payments by direct credit into an Australian dollar account of an Australian financial institution
nominated by you and recorded by the Registry. If you are issued any RES, then when you are sent your Holding Statement
you will receive a form on which you can provide your Australian financial institution account details.

If you do not provide these details to the Registry; or if the direct credit of an Interest Payment to you is unsuccessful, then
:—you will be sent a notice advising you of the amount of the Interest Payment. In that case, the funds are to be held as a
non-interest bearing deposit until you or your representative claims the amount {for ub to 12 months). No interest will be
paid on these amounts.

The Issuer reserves the right to vary the way in which any Interest Payment is paid, according to clause 10.5 of the RES Terms.

227  Will Interest Payments always be paid?

There is no guarantee that an Interest Payment will always be paid as they are subject to two tests called Interest
Payment Tests.

An Interest Payment may not be paid in full or' paid at all if:

+ Test 1 - as at the Interest Payment Date, the Interest Payment is greater than the Distributable Portfolio Income Amourit
{which is the net cash income received on or in respect of the Portfolio in the relevant [nterest Period divided by the
number of RES on issue at the end of that Interest Period). Therefore, Interest Payments depend on the performance
of the Portfolio - see Section 5.3.3; and .

* Test 2 - the IAG Profits Test is not satisfied. If both of the following apply, an Interest Payment may not be paid at alf:

- IAG does not have distributable profits equal to, or greater than, the aggregate Interest Payment payable on ali RES
as at the Interest Payment Date; and

- 1AG has not paid a dividend on any class of its capital (including Ordinary Shares, RPS1 and RPS2) in the 12 month
period before the Interest Payment Date.

As at 30 June 2004, 1AG profits available for the payment of dividends were $493 million. (Section 6.6.3 provides discussion
on possible changes to IAG profits arising from A-IFRS and Section 7.4 provides investment risks associated with the Group's
financial performance and position).

If a full Interest Payment cannot be made because of:

s Test 1 ~then Interest Payments will be paid up to the Distributable Portfolio Income Amount; or
+ Test 2 - then an Interest Payment may not be paid at all.

See clause 3.3 of the RES Terms for the Interest Payment Tests.
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2.2.8 What happens if an Interest Payment is not paid in full?

Interest Payments are non-cumuilative. Therefore, if an Interest Payment {or part of an Interest Payment), is not paid on any
Interest Payment Date, then a RES Holder will not receive that Interest Payment - unless the Issuer, at its discretion, pays an
Optional Interest Payment.

If an interest Payment has not been paid, then you are not entitled to request redemption - unless the Interest Payment Tests
have been satisfied and the Interest Payment is not paid within 20 Business Days after the Interest Payment Date.
This is a Trigger Event and aflows you to request redemption - see Sections 2.6.4 and 2.6.9.

If the Issuer does not pay an Interest Payment because Test 2 has not been satisfied, then a dividend stopper will apply.

This dividend stopper means 1AG may not pay any dividends or make any return of capital on Ordinary Shares (cr any capital

that ranks below any preference shares on issue - including befow RPS1, RPS2 and Preference Shares), without the approval

of RES Holders ~ unless:

* the Issuer pays four consecutive Interest Payments - stated to be payable after the interest Payment Date when the
Interest Payment was not paid;

* the Issuer pays an Optional Interest Payment equal to unpaid Interest Payments for the fast 12 months; or

» all RES have been Exchanged, Redeemed or Converted. '

This dividend stopper is described in clause 3.6 of the RES Terms.

If RES are Exchanged while the dividend stopper is applying to IAG then the dividend stopper will continue to apply to IAG
until it is removed according to clause 2.8 of the Preference Share Terms - see Section 2.9.8.

2.3 Portfolio

2.3.1 What is the Portfolio?

The Portfolio consists of investments in high quality, short-dated fixed interest securities and is owned by IAG Portfolio. IAG
Portfolio wili grant security over the Portfolio to secure the Issuer’s obligations to RES Holders - primarily to pay Interest
Payments and the Redemption Amount if due and payable. The arrangements under which the Portfolio exists are contained
in the PMA summarised in Section 9.3.

The Portfolio Manager will manage the Portfolio according to the Investment Mandate. The Investment Mandate qualifies
the Portfolio for an Austratian Bond Fund Rating of 'AAAf' by S&P. According to S&P funds rated 'AAAf' have extremely
strong protection against losses from credit default. See Section 5.3 for a description of the Portfolio; Sections 7.1.1 and
7.1.2 for the key investiment risks associated with the Portfolio; and Section 9.3 for a summary of the PMA,

2.3.2  Whatis the risk of a loss or reduced income on the Portfolio?

The Portfolio Manager is required to do all things reasonably within its power to maintain the Australian Bond Fund Rating of
'AAAF by S&P However, there is always a possibitity that the Portfolio will suffer losses or that the Net Portfolio Income will not
pe sufficient to pay Interest Payments. This may result from a number of factors described in Sections 5.3.3 and 5.3.4.

The Net Portfolio Income is important because the Distributable Portfolio Income Amount is calculated as the Net Portfolio
Income for an Interest Period divided by the number of RES on issue at the end of that Interest Period and therefore
determines whether a full Interest Payment can be paid.

If an administrative error causes there to be insufficient Net Portfalio Income to make an Interest Payment, then provisions
have been made so that AL may, at its discretion and without commitment, lend money to IAG Portfolio on any Interest
Payment Date to ensure sufficient Net Portfolio Income is available. The amount lent is included in Net Portfalio Income and
" is repayable out of Net Portiolio Income in later periods (after Interest Payments are paid).
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23.3  What happens if there are losses sustained by the Portfolio?

RES Holders bear the risk of the performance and creditworthiness of the Portfolio. The Interest Payments and the
Redemption Amount may be reduced if there has been a default or loss on the Portfolio Securities.

If the Portfolio has sustained a loss but is able to generate Net Portfolio Income in excess of the aggregate Interest Payment
due on an Interest Payment Date, then that excess is to be reinvested into the Portfolio up to the extent of any loss.

If, after a Write-Off of any Portfolio Securities, IAG Portfolio is later able to recover any amount from the debt obligation,
then this amount will be included within the Net Portfolio Income for the Interest Period in which it is recovered.

2.4  Reset provisions
241 What are Reset Dates?

Reset Dates are dates on which:
"« the Issuer may change some of the terms of RES - see Section 2.4.2;
* the Issuer may Redeem or Convert some or all of your RES - see Section 2.6.11; and

Before a Reset Date you may request redemption of some or all of your RES - see Section 2.6.4.

The first Reset Date is 15 March 2010. Reset Dates after the first Reset Date are expected to be every five years. The Issuer
may vary the period to the next Reset Date on any Reset Date.

2.4.2 What terms may change on a Reset Date?
On a Reset Date, the Issuer may change any or all of the following terms:

= the next Reset Date;
"+ the RES Margin; or
» the RES Conversion Discount.

If the issuer changes any of these terms, then the new terms apply from the Reset Date on which they change until the

-next Reset Date.

24.3 Will you be notified if any terms are to change on a Reset Date?

Yes. At least 50 Business Days before a Reset Date, the Issuer will send you a notice of any terms it intends to change at the
next Reset Date.

~If the Issuer does not send this notice, then the terms that exist on the relevant Reset Date will continue to apply until the
next Reset Date. ' '

2.5 Exchange of RES

2.5.1  Whatis Exchange?

Exchange is the process through which, if IAG exercises its Exchange Right, some or all of you'r RES are Exchanged for
Preference Shares.

IAG has the right to exercise its Exchange Right for Preference Shares at any time subject to the conditions in Section 2.5.2.
The Issuer has agreed that, if IAG does this, then it will Redeem RES and the Redemption Amount will be used to pay the
Preference Share Issue Price. IAG will then deliver the Preference Shares to RES Holders.

The process of Exchange is detailed in clause 8 of the RES Terms.

22



2.5.2 When can IAG exercise its Exchange Right?

IAG may exercise fts Exchange Right for some or alf of your RES at any time. {t can do that by giving an Exchange Notice to
you stating:

*» the Preference Share Issue Date;

* the number of RES to be Exchanged;

» the Preference Share Initiat Margin - the RES Margin as at the notice date; and

« the Preference Share Conversion Discount ~ the RES Conversion Discount as at the notice date.

IAG may exercise its Exchange Right subject to the following conditions:

* Exchange may only happen on up to two occasions;
* the number of RES to be Exchanged must be a minimum of two million RES and in whole muttiples of 10,000; and

» Exchange must be for a number that leaves either no, or at least two million, RES on issue.

The reason for these conditions is ta provide for adequate liquidity on ASX of both RES and Preference Shares that may be
on issue after an Exchange.

IAG may not exercise its Exchange Right if:

» the [ssuer, IAG or IAG Portfolio suffers a Winding-Up Event; or
» a RES Holder has requested Redemption and it is 25 Business Days or less before the Realisation Date.

2.5.3 What would cause 1AG to exercise its Exchange Right?

The issue of RES enhances IAG's capital structure by providing certainty now of.access to regulatory Tier 1 Capital at any
time - particutarly in market conditions that are less favourable or less certain. The circumstances when IAG may exercise its
Exchange Right could include a severe fall in equity markets (like that experienced in October 1987), or major catastrophes
that are beyond the limits of the Group's reinsurance arrangements {there have been no major catastrophes that are beyond
these limits in Australia or New Zealand to date). :

254 Can you request Exchange of RES?

You are not able to réquest Exthange of your RES.

2.5.5 What will you receive on Exchange?

On Exchange, you will receive one Preference Share for each RES. At the same time as it issues Preference Shares to you,
1AG must notify you of: '

* the Preference Share Issue Price - which is the Redemption Amount on the Preference Share Issue Date;
« the Preference Share Initial Margin - which is the RES Margin on the Preference Share Issue Date; and
« the Preference Share Conversion Discount - which is the RES Conversion Discount on the Preference Share [ssue Date.

Preference Shares will be issued to you no socner than 10 Business Days and no later than 90 Business Days
after IAG exercises its Exchange Right.

2.6  Redemption or Conversion of RES

2.6.1 What is Redemption?

Redemption of RES is the process through which you receive an amount of cash equal to the Redemption Amount for each
of your RES that are Redeemed - see Section 2.6.6.

2.6.2' What is Conversion?

Conversion of RES is the process through which you receive a number of Ordinary Shares with a total value equal
to the Redemption Amount (taking into account the RES Conversion Discount) for each of your RES that are being
Converted - see Section 2.6.7.
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2.6.3  Who can initiate Redemption or Conversion?
Redemption or Conversion of RES can be initiated by:

* you - if you request redemption in the circumstances described in Section 2.6.4 (however you cannot request
Conversion); or
+ the Issuer - in the circumstances described in Section 2.6.10.

2.6.4  When can you request redemption?
You can request redemption by delivering a RES Holder Redemption Notice to the Issuer:

+ atleast 35 Business Days (but no more than 50 Business Days) before a Reset Date; or
+ within 20 Business Days after the Issuer publishes a notice that a Trigger Event has occurred — see Section 2.6.9.

2.6.5 Whatis a Trigger Event?

- On the occurrence of a Trigger Event you may request redemption.

A Trigger Event means:

+ an Interest Payment is not paid in full within 20 Business Days of the relevant Interest Payment Date
(unless it is not paid because the Interest Payment Tests are not satisfied);

s a Liquidation Event occurs in refation to IAG or a Liquidation Event (other than a Winding-Up Event) occurs in relation to
the Issuer or IAG Portfolio - see Section 2.6.6;

* Ordinary Shares are suspended from trading on ASX for more than 20 consecutive Business Days;

+ 1AG announces its intention to self all, or substantially all, of its business, undertaking or assets
(except in the case of a solvent reconstruction); or

* the Issuer or IAG Portfolio is no longer directly, or indirectly, a subsidiary of I1AG.

2.6.6 Whatis a Liquidation Event?

A Liquidation Event is an insolvency-type event (for example, appointment of a liquidator) in relation to the Issuer,
-1AG or IAG Portfolio.

Liquidation Event is defined in clause 16.2 of the RES Terms.

2.6.7 What happens if you request redemption?

If you request redemption, then the Issuer must do one or more of the following to each RES that you request to
be redeemed: :

* Redeem the RES for a cash amount eqgual to the Redemption Amount — see Section 2.6.8;

) + Convert the RES into a number of Ordinary Shares calculated according to the Conversxon Number with a value

equivalent to the. Redemption Amount - see Section 2.6.9; or
+sell your RES to a third party on your behalf for the Issue Price ($100) plus any accrued Interest Payments, and deliver to
you the cash proceeds.

IAG may exercise its Exchange Right at this time subject to conditions described in Sections 2.5.2.

2.6.8 Whatis the Redemption Amount?

The Redemption Amount is $100. However, if the Distributable Portfolio Proceeds Amount is iess than $100, then the

Redemption Amount will be reduced to the Distributable Portfolio Proceeds Amount (which is essentially the net proceeds

received on a realisation of a relevant amount of the Portfolio divided by the number of RES then being Redeemed; Converted
. or Exchanged). Therefore, the Redemption Amount depends on the performance of the Portfolio ~ see Section 5.3.4.
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2.6.9 If your RES are Converted, how many Ordinary Shares will you receive?

On Conversion, the number of Ordinary Shares you-will receive will be determined using the Conversion Number. The
Conversion Number will be calculated by reference to the Redemption Amount and the VWAP on the 20 Business Days
immediately before the Realisation Date. The Conversion Number formula is:

Redemption Amount
VWAP x (1 - RES Conversion Discount)

Conversion Number =

The Conversion Number includes a 2.50% discount to the VWAP called the RES Conversion Discount, which the Issuer
may change on any Reset Date.

. The Conversion Number formula is in clause 7 of the RES Terms.

The Realisation Date on which you will receive Ordinary Shares on Conversion is determined in:

» clause 5.2 of the RES Terms, if the Issuer initiates Conversion; and
*» clause 6.5 of the RES Terms, if you send a RES Holder Redemption Notice and the Issuer chooses to Convert your RES

according to clause 6.7 of the RES Terms.

On the Realisation Date, the Issuer must notify you of:

* the Ordinary Share Issue Price that has been used to calcutate the Conversion Number; and
* the total number of Ordinary Shares you will be issued.

2.6.10 When can the Issuer initiate Redemption or Conversion?
The Issuer may initiate Redemption or Conversion:

 of all or some RES on issue - at any time if a Regulatory Event - see Section 2.6.12; Tax Event - see Section 2.6.13;
or Acquisition Event - see Section 2.6.14 has occurred;

*» of all or some RES on issue - on any Reset Date by giving a notice no less than 35 Business Days before the
Reset Date; or

* of all {but not some only) RES on issue — at any time if there is less than one million RES on issue,

2.6.11 What happens if the Issuer initiates Redemption or Conversion?
If the Issuer initiates Redemption or Conversion, then you will receive for each RES either:

¢ @& cash amount equal to the Redemption Amount; or
* anumber of Ordinary Shares calculated according to the Conversion Number - see Section 2.6.9.

26.12 What is a Regulatory Event?
On a Regulatory Event, the Issuer may initiate Redemption of Conversion.

A Regulatory Event occurs when:

¢ the Issuer or IAG becomes aware of legal, regulatory, administrative or interpretational changes that become effective or
are announced on or after the Issue Date that would impose unacceptable conditions on the Issuer or IAG if RES remain
on issue;

* IAG decides that it is not, or will no longer be, entitled to treat the Preference Shares, if issued, as Tier 1 Capital; or

* AG decides that it will not be entitled to treat the asset in respect of the Portfolio, and the liability in respect of RES, as
offset accarding to Australian Accounting Standards so that only the net amount is reported in the Group's statement of
financial position. )

Regulatory Event is defined in clause 16.2 of the RES Terms.
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2.6.13 What is a Tax Event?

On a Tax Event, the Issuer may initiate Redemption or Conversion.

A Tax Event occurs when the Issuer or IAG receives professional advice that, as a result of a change in Australian or New
Zealand tax law on or after the Issue Date, there is a more than insubstantial risk that the Issuer or IAG (or both) would be
exposed to a more than insignificant increase in its costs in relation to RES on issue.

Tax Event is defined in clause 16.2 of the RES Terms.

2.6.14 What is an Acquisition Event?

On an Acquisition Event, the Issuer may initiate Redemption or Conversion.

An Acgquisition Event occurs when:

* a takeover bid is made for Ordinary Shares, the offer is or becomes unconditional and either the bidder has a relevant
interest in more than 50% of the Ordinary Shares on issue or the IAG Directors recommend acceptance of the takeover
bid; or

* a court approves a scheme of arrangement which will result in a person having a relevant mterest in more than 50% of the
Ordinary Shares on issue.

Acquisition Event is defined in clause 16.2 of the RES Terms.

2.7 Ranking of RES
2.7.1  Where do RES rank?

RES are secured limited recourse debt obligations of the Issuer, ranking equally among themselves. IAG does not guarantee
or provide other credit support for RES. As RES are issued by the Issuer rather than IAG, the rights of RES Holders rank
" separately to the rights of securities issued by IAG (unless RES are Converted or Exchanged).

272 Ina winding-up of the Issuer, what will you receive?

" .- On a winding-up of the issuer or IAG Portfolio, RES Holders will receive the Redemption Amount in cash. A Winding-Up Event

for IAG is a Trigger Event and allows you to request Redemption of your RES - see Section 2.6.9.

2.7.3 Is the Issuer or IAG restricted in relation to other securities it may issue?

The Issuer or IAG may issue other securities (including other notes or preference shares which rank equally with, or

~ behind, RES or Preference Shares) without the approval of RES Holders or Preference Shareholders. In addition, IAG
may also issue other securities that rank equally with, or behind, the RES or Preference Shares for interest, dividends or
repayment of capital in a winding-up of IAG. For the investment risks associated with the.ability‘ of the Issuer or IAG to
issue other securities ~ see Section 7.3.10. ' '

2.7.4 Do RES carry any participation rights?
RES do not carry a right to participate in issues of securities or capital reconstructions of the Issuer or IAG.
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Preference Shares

28 ‘Description of Preference Shares

2.8.1  What are Preference Shares? : ,
Preference Shares are fully paid preference shares in the capital of 1AG issued according to the Preference Share Terms.

- Preference Shares:

+ entitle Preference Shareholders to receive preferred non-cumulative, quarterly, floating rate Dividends which are
expected to be fully franked - subject to Dividend Payment Tests - see Section 2.9; ' :

«_on the Step-Up Date, are entltled to a-one time step-up of 1. 00% per annum cn the Preference Share Initial Margin

_'see Section 2.9.3; v o ‘
. may be Redeemed or Converted by IAG.on any Dlvrdend Payment Date on or-after the S‘tep-Uprate and-in certain
“other limited cnrcumstances see Section 2.10; ’ A ‘
s rank equally with RPS1 and RPS2 - see Section 2.17; and-
Cecif |ssued are expected to quialify. as regulatory Tler 1 Cap:tal

2.8.2 WI" Preference Shares be quoted on ASX?
" If Preference Shares are to be issued, then 1AG. will apply prior ta therr issue for Preference Shares to be quoted on ASX,
Quotation is not guaranteed or automatic. Quotation on ASX will allow you to realise or increase your investment in
" Preference Shares by selling or buying Preference Shares on ASX at the then market price. There can be no assurance
as to what that pnce wrll be
lf Preference Shares are quoted on ASX then Preference Shares will be able to be purchased or sold through any
stockbroker in Australia. Any Preference Shares issued will be quoted separately to'RES, RPS1, RPSZ and Ordlnary Shares If'
Preference Shares are issued in two tranches, then each tranche will be quoted separate!y : ;

2.9  Dividends
2.9.1 Whatis a Dividend?

Drvrdends are preferred, non-cumulative, quarterty, ﬂoatlng rate payments which will be calculated in the same way as Interest
_ Payments see Sectton 29.2 and are subject to D|v1dend Payment Tests - see Secuon 2.986. .

Each D|V|dend per Preference Share will be calculated according to the followmg formula; -

Dividend Rate x Preference Share Issue Price x N
365

Dividend =

Dividend Rate the rate calculated in Section 2.9.2;

Preference Share Issue Price  the Redemption Amount on the Realisation Date used to pay the Preference Share
Issue Price, and which may be less than $100; and

N the number of days in the Dividend Period.
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2.9.2  How will the Dividend Rate be determmed’?
: The Dividend Rate is a floating rate and will be set on the first Busrness Day of each Dividend Perlod by observmg the Bank
- . Bill Rate and then using the following formula:

Dividend Rate = (Bank Bill Rate + Preference Share Margin) x (1 - Tax Rate)
Bank Bill Rate determined on the same basis as for RES - see Section 2.2.2;

Preference Share Margin the RES Margin as at the Preference Share Issue Date (Preference Share Initial Margin)
until the Step-Up Date when it will increase by a one time step-up of 1.00% per annum; and

Tax Rate determined on the same basis as for RES.

. 293 When will your Drvadends be pald" :
‘Dividends will be paid on the same dates as the lssuer would have pard Interest Payments berng 15 March 15 Jurne,’
-15 September and 15 December (or the next Business Day) and on any Preference Share Exchange Date.

If a Dividend Payment Date is not a Business Day, then the Dividend Payment Date will be the next B_usiness Day.

2.9.4  Will your Dividends be fully franked?

. ,‘:lAG expects, but does not guarantee that Dividends will be futly franked. However, if a Dividend-is not fully franked then |t W|Il
“be grossed up for any shortfall in franking accordlng to clause 2. 2 of the Preference Share Terms In addrtron if thereis a

N change in the Tax Rate, the Drvrdend Rate wrll reﬂect that change L ‘

-2.9."5 How will. your D_Mden_ds be pard?

IAG.will pay yolrr Dividends by direct éredit into an account nominated by Preférence Shareholders at an Australian financial
institution: in the same’ manner as Interest Payments. The account details disclosed for the purposes of Interest Payments will - -
50 be used for the purpose of Dividends - unjess you notify a change to those details.

S 2 9‘ 6 - “will Dl\ndends always be paid?

;L Thereis no guarantee that a Dividend will always be paid as they are sub_;ect to five tests called Drvrdend Payment Tests
N A Dividend may not be pard at all if one or more of these tests are not-satisfi ed : » :

e _~'-_the Dlrectors at their drscretlon declarlng the, Drvrdend tobe payable
Cie “AG having profits avarlable for the: payment of the Drvrdend as requrred by the Corporatrons Act L
. IAG and the Group stil complying with APRA s capltal adequacy gurdehnes after the payment of the Drvrdend as those L
- 'gurdelrnes are applied at that trme
-+ the amount of the Dividend not exceeding the proﬂts after tax of the Group (as dlsclosed in the Iatest publrcly avarlable

- i nancial results for the Group) for the immediately, precedrng twg half yearly financial perrods less the: aggregate amount: of: ; S

dividends or other distributions paid or payable by a member of the Group in the 12 month period up to and rncludrng the
Dividend Payment Date unless APRA indicates that |t has no otJJecuon - referred to as APRA Dlstnbutable Profits Test and
+ APRA having not objected to the payment of the D|V|dend o :

See clause 2.3 of the Preference Share Terms for the Dlvrdend Payment Tests

o 29.7- What happens if a Drvudend is not pard m full”

: _'levrdends are non-cumulative. Therefore 1f a Drvrdend (or part o a DMdend) |s not pard on- any Dlvrdend Payment Date, ‘
then a Preference Shareholder will not recerve that D|v1dend unless IAG (at rts drscretlon) pays an Optlonal Dlvrdend )
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I a Dividend has not been paid in full on any Dividend Payment Date {or within 20 Business Days after the Dividend Payment
" Date), then a.dividend stopper will apply. This dividend stopper means IAG may not pay any dividend or make any return of
capital on Crdinary Shares (or any capital that ranks below any Preference Shares). without the approval of Preference
Shareholders — unless:

» IAG pays four consecutive dividends stated to be payabie after the Dividend Payment Date when the Dividend was not paid;
» IAG pays an Optional Dividend equal to unpaid dividends for the last 12 months: or .

. » all Preference Shares are Redeemed or Converted.

The drvrdend stopper is described in clause 2.8 of the Preference Share Terms.

If at the time of Exchange the drvrdend stopper is applued to 1AG according to the RES Terms, then a dividend stopper will-
continue to apply to IAG for the Preference Shares that are issued at Exchange. This dividend stopper is then able to be
~ removed in the same manner as above accordlng to clause 2.8 of the:Preference Share Terms.

2.10 Redemption or Conversion of Preference Shares

2.10.1 Whatis Redemption-or Conversion of Preference Shares?

Redemptlon is the process through which IAG may Redeem Preference Shares for an amount of cash equal to the
: Preference Share Issue Price. Conversron is the' process through which IAG may Convert Preference Shares for a number of _
' Ordrnary Shares calculated accordrng to the Conversion Number with a value-equivalent 1o the Preference Share lssue-Price. '

2.10.2° Can you request Redemptron or Conversron of Preference Shares?

. Yol are not able to request ‘Redemption-or Conversron of your Preference Shares.

2103 When can 1AG initiate Redemptlon or Conversion?
1AG may initiaté Redemption (subject to APRA approvai) or Conversion of all or some Preference Shares:
'« onthe Step Up Date or any. Dividend Payment Date after the Step-Up Date, by delivering a Preference Share Exchange
Notice to you at least 35 Business Days (but no more than three months) before the Step Up Date or the relevant Drvrdend

Payment Date; . :
* -atany time'if the number of Preference Shares-on rssue is Iess than one. mlll|on (for all ‘not:some- only Preference Shares
on issue); . :
“+ " at any time after a Regulatory Event or Tax Event; or. » o
' * o Iater than 35 Business Days after |IAG has announced an Acqursmon Event (for all; not some only Preference Shares)

An Acquisition Event in relation to Preference Shares is the same as.an Acqursmon Event in relatlon to RES

“'A Regulatory Event and a Tax Event are deﬁned sllghtly drfferently inthe Preference Share Terms compared to the RES Terms
reflecting the different tax and accountlng considerations which affect the Preference Shares compared to RES -~ see clause
16.2 of the RES Terms and clause 9.2 of the Preference Share Terms. '

- 2.10.4  If your Preference Shares are Converted, how many Ordmary Shares will you recerve'? :

.The number of Ordinary Shares you will be rssued on Conversion is calculated in the same way as for Conversron of .
RES see Section'2.6.7. The Preference Share Conversion Discount will be the same as the RES Conversron Drscount at -
the tlme the RES were Exchanged See clause 3, 7 of the Preference Share Terms :

2.10.5 What happens if IAG does not initiate Redemptron or. Conversron by the Step—Up Date?

_ if IAG does.not Redeem or Convert by the Step-Up Date, then the Preference Share Initial Margin for each Drvrdend Period
commencmg on'or after that'date will be increased by a one time'step-up of 1.00% per annum




2.11  Ranking and voting rights of Preference Shares
2.11.1 - Where do Preference Shares rank" '
_ Dividends will be paid in priority to any dividends on Ordinary: Shares. In a winding-up of AG, the Preference Shares
will rank for a return of capital behind all creditors of IAG, equally with RPS1 and RPS2, and ahead of Ordinary Shares. -
-The Preference Shares rank equally with, RPS1 and RPS2 in all respects. IAG reserves the right in the future to issue

. radditional Preference Shares {or other preference shares rankrng equally with or behlnd the Preference Shares) without
" the approval of Preference Shareholders : o

. Acquusmon Event, Regulatory Event and Tax Event are deﬁned in cIause 9. 2 of the Preference Share Terms

2 112 Ina wmdmg up of IAG what wrll Preference Shareholders recerve" S

Ona winding-up of |1AG, Preference Shareholders wrll be entltled toa return of capital up to the Preferehce Share Issue Prlce -
.and payment of any declared but unpard Dividends - dependrng on thie amount of funds remaining in IAG after all creditors
« and liabilities ranking ahead of Preference Shares have been paid. Preference Shareholders rank ahead of Ordrnary
‘Shareholders in a winding-up for a return of cap|ta| (not exceeding the Preference Share Issue Prrce) and for any Drvrdends
declared but unpaid. ‘ :

* I IAG's liabilities exceed its assets on a wrndmg-up then there.is a nsk that Preference Shareholders W|Il not receive a full
(or any)-return of caprtal or payment of any. outstandlng Drvrdends

A1 3 Do Preference Shareholders have votmg nghts"

Preference Shareholders are: not entrtled o vote at any general meetmg of IAG except in the hmrted curcumstances

prescribed by the' Llstrng Rules and as descnbed in the Preference Share Terms (see clause. 5 of the Preference Share

efns). If these circumstances apply, then each Preference Share will entitie the relevant Preference Shareholder to one vote.

These crrcumstances include if a proposal is made that affects the rights attached to Preference. Shares and if a Dividend or -
part ‘ofa Dlvrdend Is in arrears:

2. 11, 4 Is IAG restncted in relatlon to other securmes it may issue?

1AG reserves the right i in the future to issue. addrtronal Preference Shares (or other preference shares ranklng equally wrth or
behir d the Preference Shares) wrthout the approval of Preference Shareholders :

1»‘! 5 ‘Do Preference Shares cany any pamcnpatron nghts"

Preference Shares do riot confer any further nght to partrcrpate in :ssues of securmes or caprtal reconstructrons of lAG

Additional key questions

2.12  \What are the risks of investing in the Offer?

There are particular investment risks associated with investing in the Offer. There are also general risks associated with the
Group and the general insurance industry.

The investment risks are in Section 7.

2.13  What are the taxation consequences of investing in the Offer?

The taxation consequences of investing in the Offer will depend on your individual circumstances. You should obtain your own
taxation advice before you invest in the Offer, A general outline of the Australian taxation consequences for investors in RES
and Preference Shares is provided in the Taxation Letter from Mallesons Stephen Jaques in Section 8.

214  How can you find out more information about the Offer?

If, after reading this Prospectus, you have any questions, then please contact your accountant, stockbroker, lawyer or other
professional adviser or call the RES Information Line on 1300 666 635.
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ThlS Section sets out what you must do if you wish

" toapply for RES, it covers

~who may apply;
‘when to apply; .
“how to apply;

how to pay;

completlng an Appllcatlon Form;

‘.?where to send your completed Appllcatmn Form
~and Appllcatlon Payment and |

~“enquiries.
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3.1  Who may apply

You may apply for RES if you are:

» an Australian resident retail client of a Co-Manager or Participating Broker who has received a broker firm Allocation of RES
from a Senior Co-Manager, Co-Manager or Participating Broker - through the Broker Firm Offer;

+ an Eligible RPS Holder - through the RPS Holder Offer; or

+ an Australian resident member of the general public — through the General Offer.

No action has been taken to register or qualify RES or otherwise permit a public offering of RES outside Australia where
such an offer is made according to the laws in that jurisdiction. See Section 10.7 for details on foreign selling restrictions.

The Offer constituted by this Prospectus in electronic form is available only to persons receiving an electronic copy of this
Prospectus and the Application Forms in Australia.

.3.2  When to apply

The Offer is expected to open on 30 November 2004.

The RPS Holder Offer and the General Offer have a different Closing Date to the Broker Firm Offer. The Closing Date for:

+ the RPS Holder Offer and the General Offer is expected to be 5.00pm on 5 January 2005. Completed Application Forms
and Application Payments must be received by the Registry no later than 5.00pm on 5 January 2005; and

* the Broker Firm Offer is expected to be 10.00am on 7 January 2005. Completed Application Forms and Application
Payments must be received by Senior Co-Managers, Co-Managers and Participating Brokers according to arrangements
made between them and their Australian resident retail clients - see Section 3.3.1.

The Issuer, IAG and the Lead Manager & Bookrunner may agree to extend the Closing Dates or close the Offer early without
natice. You are encouraged to lodge your Application as soon as possible after the Opening Date.

3.3 How to apply
3.3.1  Broker Firm Applicants

If you are a Broker Firm Applicant, then you should contact your Senior Co-Manager, Co-Manager or Participating Broker for
information about how to submit an Application Form and Application Payment.

The Application process for Broker Firm Applicants differs in two important respects from the process described for Eligible
RPS Holders or Austraiian resident members of the general public. For Broker Firm Applicants:

* Application Payments must be made payable to the Senior Co-Manager, Co-Manager or Participating Broker
{not to '|IAG RES Offer’); and

» your completed Application Form and Application Payment must be delivered to the Senior Co-Manager, Co-Manager or
Participating Broker directly {not to the Registry).

These differences and any other requirements can be explained to Broker Firm Applicants in further detail by a Senior
Co-Manager, Co-Manager or Participating Broker.

3.3.2 Eligible RPS Holders

If you are an Eligible RPS Holder and want to apply for RES, then you must complete your yellow personalised Application
Form. Your completed yellow personalised Application Form and Application Payment should be returned to either of the
addresses set out in Section 3.6.
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3.3.3  General Offer Applicants

If you are an Australian resident member of the general public and want to apply for RES, then you must complete the blue
Application Form in the back of this Prospectus (including an electronic copy) according to the instructions set out in the back
of this Prospectus. Your completed blue Application Form and Application Payment should be returned to either of the
addresses set out in Section 3.6.

3.4 How to pay

3.4.1  Minimum Application amount

The application price of each RES is $100, also referred to as the Issue Price. Your Application must be for a minimum of
50 RES ($5.000). If your Application is for more than 50 RES, then you must apply in incremental multiples of 10 RES ~ that
is, for incremental multiples of at least $1,000.

The tssuer, 1AG and the Lead Manager & Bookrunner reserve the right to reject any Application, or to Allocate any Applicant a
lesser number of RES than applied for, including less than the minimum of 50 RES ($5,000).

3.4.2  Application Payments

If you are an Eligible RPS Holder or General Offer Applicant, then your completed Application Form must be accompanied by
a cheque(s) in Australian dollars drawn on an Australian branch of a financial institution - made payable to 'JAG RES Offer’.
Cheque(s) should be crossed 'not negotiable’. Cash payments or money orders will not be accepted.

If you are aBroker Firm Applicant, then you should make your Application Payment according to arrangements made
between you and a Senior Co-Manager, Co-Manager or Participating Broker - see Section 3.3.1.

All Appiication Payments received before RES are issued will be held by the Issuer in a trust account established solely
for the purpose of depositing Application Payments received. Any interest that accrues on the trust account will be retained

by the Issuer.

3.4.3 Brokerage and stamp duty

No brokerage or stamp duty is payable on your Application. You may have to pay brokerage on any later sale of your RES
on ASX after quotation.

3.44 Refunds

If you are an Eligible RPS Holder or General Offer Applicant and you are not Altocated any RES or you are Allocated fewer
RES than the number that you applied for, including less than the minimum Application of 50 RES, Application Payments wil!
be returned to you (without interest) as soon as possible after the Clasing Date.

In addition, if the Offer does not proceed for any reason, Applicants will have their Application Payments refunded to them
(without interest) as soon as possible.
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3.5 Completing an Application Form

3.5.1 Availability of the Prospectus and Application Forms

Application Forms for the Broker Firm Offer and the General Offer are the blue Application Forms with a guide on how to
complete them, included in the back of this Prospectus. An electronic copy of this Prospectus, and the accompanying
Application Form(s), will be available to persons in Austrafia online during the Offer Period on the IAG website at
www.iag.com.au/res, or from a Senior Co-Manager, Co-Manager or Participating Broker. However, there is no facility for
Applications to be submitted electronically except where it may be provided by a Senior Co-Manager, Co-Manager or
Participating Broker.

Persons in Australia who receive a copy of this Prospectus in electronic form may obtain a paper copy of this Prospectus,
including Application Forms, free of charge during the Offer Period by contacting the RES Information Line on 1300 666 635.

To apply as an Eligible RPS Holder, you must apply on the yellow personalised Application Form. To receive a Prospectus

~and your yellow personalised Application Form, follow the instructions on the letter that was mailed to you by the Issuer

on 22 November 2004 and register your interest either:
+ online at www.iag.com.au/res; or
* by calling the RES Information Line on 1300 666 635.

The Issuer intends to mail Prospectuses and yellow perscnalised Application Forms to Eligible RPS Holders who request
them after the Opening Date.

3.5.2  Provision of account details for direct credit of interest Payments and Dividends
The Issuer will pay your Interest Payments or JAG will pay your Dividends directly into an Austratian dollar account of an

Australian financial institution nominated by you.

The Registry will send you a personalised direct credit form requesting your account details when your Holding Statement
is despatched to you. Please complete and return this direct credit form as soon as possible.

Institutional Investors who do not have a registered address in Australia with the Registry will receive Interest Payments or
Dividends by cheque sent to their registered addresses outside Australia.

3.5.3 Provision of Tax File Numbers or Australian Business Numbers

If you are Allocated any RES, then the Registry will provide you with a form (when your Holding Statement is despatched to
you} that will request your Tax File Number (TEN), your Australian Business Number (ABN) or both. You do not have to provide

“your TFN or ABN. However, the Issuer or IAG, as the case may be, might be required to withhold Australian tax at the

maximum marginal tax rate (currently 48.5% inciuding the Medicare Levy) on the amount of any Interest Payment or Dividend
unless you provide one of the following:

+ TFN;

» TFN exemption number (if applicable); or

* ABN (if RES are held in the course of an enterprise carried on by you).

3.5.4  Provision of personal information

The information about you included on an Application Form is used for the purposes of processing the Application and,

if the Application is successful, to administer your RES (and, if they are issued in the future upon Exchange or Conversion, your
holding of Preference Shares or Ordinary Shares). Please see Section 10.10 for information about the acknowledgements and
privacy statement in relation to personal information that you provide the Issuer and IAG by completing an Application Form.
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3.6 Where to send your completed Application Form and
Application Payment
If you are a Broker Firm Applicant, then you should retum your completed Application Form and Application Payment
according to arrangements you have made with a Senior Co-Manager, Co-Manager or Participating Broker
- see Section 3.3.1.

If you are applying through the RPS Holder Offer or the General Offer, your completed Application Form and Application
Payment should be mailed or delivered to the Registry:

by mail to the Registry: or by delivery to the Registry:
Computershare [nvestor Services Pty Limited Computershare Investor Services Pty Limited
Reply Paid 1486 Level 3, 60 Carrington Street

Sydney NSW 2001 Sydney NSW 2000.

Application Forms and Application Payments will not be accepted at any other address (including the Issuer's or
IAG's registered office or any other IAG office) or by any other means.

3.7 Enquiries

You can call the RES information Line on 1300 666 635 if:

* you have further enquiries about how to apply for RES;
* you require assistance to complete the Application Form; or
* you require additional copies of this Prospectus and its Application Forms.,

If you are unclear in relation to any matter or are uncertain if RES or
Preference Shares are a suitable investment for you, you should consult your
accountant, stockbroker, lawyer or other professional adviser. |f you are a
Broker Firm Applicant and you are in any doubt what action you should take,
you should immediately contact your Senior Co-Manager, Co-Manager or
Participating Broker.
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This Section sets out details of the Issuer’s intentions
in relation to:

e who the Offer is made to;

¢ the Allocation policy; and

e details about ASX quotation, trading and despatch

of Holding Statements.

4.1 The Offer

The offer of RES comprises:

+ an Institutional Offer — made to certain Institutional Investors to bid for RES in the Bookbuild conducted by the Lead
Manager & Bookrunner; '

* a Broker Firm Offer - made to Australian resident retail clients of a Senior Co-Manager, Co-Manager or Participating Broker
who apply for a broker firm Allocation from the relevant Senior Co-Manager, Co-Manager or Participating Broker:

+ an RPS Helder Offer - made to Eligible RPS Holders; and

+ a General Offer - made to Australian resident members of the general public.

There is no minimum amount to be raised by the Offer and the Issuer may accept any Applications. Whilst there is no
specified proportion of the Offer that may be Allocated to the RPS Holder Offer or General Offer, the Issuer, IAG and the
Lead Manager & Bookrunner reserve the right to treat Applications in excess of $250,000 as part of the Institutionat Offer.

4.2  Allocation policy

The Issuer intends to issue up to five milfion RES to raise up to $500 million. If there is sufficient demand, the Issuer and IAG
in consultation with the Lead Manager & Bookrunner, may agree to accepting oversubscriptions of up to an additional
500,000 RES to raise up to $50 miltion.

The Allocation policy for Institutional Investors, Senior Co-Managers, Co-Managers and Participating Brokers wili be
determined during the Bookbuild - see Section 4.2.1. The Issuer, IAG and the Lead Manager & Bookrunner have the right
to nominate the persons to whom RES will be Allocated, including in respect of firm Allocations to Institutional Investors,
Senior Co-Managers, Co-Managers and Participating Brokers.

4.2.1 Bookbuild

The Bookbuild is a process conducted by the Lead Manager & Bookrunner after this Prospectus is lodged with ASIC and
before the Opening Date. In this process, Institutional Investors, Senior Co-Managers, Co-Managers and other brokers are
invited to lodge bids for RES within the RES Initial Margin range. On the basis of those bids, the Issuer, IAG and the Lead
Manager & Bookrunner will determine the RES Initial Margin and firm Allocations to Institutional Investors, Senior Co-Managers,
Co-Managers and other brokers {the other brokers who receive a firm Aflocation will become Participating Brokers).

The Bookbuild will be conducted according to the terms and conditions agreed by the Issuer, IAG and the Lead Manager &
Bookrunner under the Offer Management Agreement summarised in Section 9.5. RES Allocated through the Bookbuild will be
issued according to Applications made under this Prospectus.
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4.2.2 Settlement underwriting

On, and subject to, the successful completion of the Bookbuild, the Lead Manager & Bookrunner has agreed with the
Issuer and IAG to settiement underwrite the number of RES Allocated to Institutional Investors, Senior Co-Managers,
Co-Managers and Participating Brokers through the Bookbuild. According to the Offer Management Agreement, as part
of this settlement underwriting, the Lead Manager & Bookrunner will pay to the Issuer, or procure payment to the Issuer of,
the aggregate proceeds raised from Institutional Investors, Senior Co-Managers, Co-Managers and Participating Brokers
through the Bookbuild. ‘

The Offer Management Agreement may be terminated by the Lead Manager & Bookrunner in certain circumstances. If the
Lead Manager & Bookrunner does terminate if Institutional Investors, Senior Co-Managers, Co-Managers and Participating
Brokers who participated in the Bookbuild can withdraw their firm Aflocations.

4.2.3 Allocations

"tulﬁstitut'iona‘I:‘Offer : ‘Altecatibns:to In‘stitutional Investors will be at the discretion of the Lead Manager.& Bookrunner
C - subject to the terms and conditions of the Bookbuild. -

", -Broker Firm Offer » ‘Allocations to Broker Firrn Applicants by a Senior Co-Manager, Co- Manager or Participating
R *.Broker will be at the discretion of that Senior Co- -Manager, Co-Manager or Pamcrpatrng Broker.

_ e - ___That Allocation will be subject t6 the terms;and conditions: of the Bookburld _
-RPS;:_!jp_lder Offer .- ?Ehgrble RPS Holders, who submrt a yellow personalrsed Applrcatron Form and Appl:catron :

T Payment wrlt recerve an Allocatlon of RES, sutyect to the rrghts of the lssuer IAG and the Lead

Manager & Bookrunner agreelng o regect any Appilcatron s SR

' Applrcatrons through the RPS Holder Offer will be given preferentral treatment in Allocatrons
over Applications recerved from Australian resident members of- the general ‘public through the
General Offer. '
o C No assurance is gi'veh that any Eligible RPS Hotder,will.'receive,an Attocation.
- General Offer Austratian resident members of the general public who submit a blue. Application Form ‘
' from the back of this Prospectus and Application; Payment, wrll receive an Allocation of RES .
subject tothe rights of the Issuer, 1AG. and the Lead Manager & Bookrunner agreerng to ’
" rejectany Appllcatlon - B S o AP
< .The' lssuer IAG and the Lead Manager & Bookrunner reserve the nght not to Allocate RES o
:-.Australran resident. members of: the general publrc through the General Offer in the event ofa -
. .scale back of the: Offer _ : : ; o

o No assurance is grven that any Apphcant through the General Oﬂ‘er will rece|ve an Allocatron

The Issuer, IAG and the Lead Manager & Bookrunner reserve the right to (at their discretion): to Allocate all RES for which an
Application is made; to reject any Application; or, to Allocate to any Applicant through the RPS Holder Offer or General Offer
a lesser number of RES than that applied for, including less than the minimum Application of 50 RES.

Where no Allocation is made, or the value of RES Allocated is less than the value for which an Application is made, surplus
Application Payments will be returned to the Applicant (without interest) as soon as possible. After RES are issued to any
Appficants, the Application Payment held in trust will be payabile to the Issuer.

Section 9.5.2 provides a description of the fees (including any stamping fee) to be paid to the Lead Manager & Bookrunner,
Senior Co-Managers, Co-Managers or Participating Brokers.

38



4.3 ASX quotation, trading and Holding Statements

4.3.1 ASX quotation

The {ssuer will apply within seven days after the date of this Prospectus for RES to be quoted on ASX. Quotation is not
guaranteed or automatic. If ASX does not grant permission for RES to be quoted, RES will not be issued and Application
Payments will be refunded (without interest) as soon as possible.

It is expected that RES will be quoted under the ASX code 'IANG',

4.3.2 Trading

It is expected that RES will begin trading on ASX on a deferred settlement basis on 12 January 2005. Trading is expected to
continue onlthat basis until 19 January 2005, when it is anticipated that trading of RES will begin on a normal settlement
basis. Deferred settlement will occur as a consequence of trading which takes place before entries are made by the Registry
in respect of your holdings of RES and before Holding Statements are sent out to RES Holders.

You are responsible for confirming your hoiding before trading in RES. If you sell your RES before you
receive your Holding Statement, you do so at your own risk. You may call your Senior Co-Manager,
Co-Manager, Participating Broker or the RES Information Line on 1300 666 635 after the Issue Date to
enquire about your Allocation. :

4.3.3 Holding Statements

The Issuer will apply for RES to participate in CHESS. No certificates will be issued for RES. The Issuer expects that Holding
Statements will be despatched to successful Applicants by 14 January 2005.
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51 IAG Finance (NZ)

IAG Finance ((NZ), through its New Zealand branch, is the Issuer of RES and is a wholly-owned subsidiary of IAG. The lssuer
has responsibility for raising finance for the New Zealand operations of the Group and for management of their ongoing
treasury requirements. The Issuer has enough working capital to camy out its stated objectives.

‘Section 5.2 sets out the pro forma financial information of the Issuer as if the Offer had been compileted and all RES cn issue
were subsequently Exchanged as at 30 June 2004.

5.1.1  Use of proceeds of the Offer

The Issuer will lend the New Zealand dollar equivalent of the gross proceeds of the Offer to IAG (NZ) Holdings which will
use the proceeds to reduce existing intra-group loans from IAL. The Issuer will obtain the New Zealand doilar equivalent of
the gross proceeds of the Offer by swapping them with 1AL. IAL wili lend the Australian dollar gross proceeds of the Offer
to IAG Portfolio. '

5.1.2 Board of directors of the Issuer

The board of IAG Finance (NZ) consists of four Directors, who have been selected with regard to their diverse and extensive
experience in the finance industry. The Directors of IAG Finance (NZ) are: Mr James Strong, Mr Michael Hawker, Mr Rowan
Ross and Mr George Venardos. Mr Michael Woods is alternate Director for Mr Michael Hawker and Mr George Venardos.
James Alexander Strong Chairman and Non-executive Director, Age 60

Mr James Strong is Chairman of IAG Finance (NZ). Mr Strong was appointed Chairman of IAG in August 2001, He is also
Chairman of Woolworths Limited, Rip Curl Group Pty Limited, the Sydney Theatre Company and the Australian Business Arts
Foundation. He is a director of the Australian Grand Prix Carporation.

Mr Strong was Chief Executive and Managing Director of Qantas Airways Limited from 1993 to 2001. Previous positions he
has held include Group Chief Executive of DB Group Limited in New Zealand, National Managing Partner and later Chairman
of law firm Corrs Chambers Westgarth, Chief Executive of Trans Australian Airlines (later Australian Airlines) and Executive
Director of the Australian Mining Industry Council.

Mr Strong has been admitted as a barrister and solicitor.

Michael John Hawker BSc, FAIBF, FAICD, ASIA Executive Director, Age 45

Mr Michae! Hawker is an Executive Director of IAG Finance (NZ). He was appointed Chief Executive Officer and Managing
Director of IAG in December 2001.

Before joining the Group, Mr Hawker was Group Executive, Business and Consurner Banking at Westpac Banking
Corporation. Previous positions include Executive Director of Citibank International PLC in Europe and Deputy Managing
Director of Citibank Limited in Australia.

Mr Hawker was listed by Euromoney as one of the top 50 bankers under the age of 40. In 2000, he was awarded the
Australian Banking & Finance Magazine ~ Millennium Banker of the Year Award, and the Best Insurance Executive Award in
2003 and 2004. He is a recipient of an Australian Sports Medal, having played 25 Rugby Union Internationals for the
Australian Wallabies.

Mr Hawker is the President of the Insurance Council of Australia; a director of the Australian Chamber of Commerce and
Industry; member of the Federal Treasury's Consumer and Financial Literacy Taskforce; member of the Business Council of
Australia; Chair of the New South Wales Juvenile Diabetes Walk to Cure annual fundraising event; and Chairman of the Giant
Steps Foundation. He was previously the Chairman of the Australian Financial Markets Assaciation.
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Rowan Alexander Ross BEc, BCom, FCPA, FSIA Non-executive Director, Age 56

Mr Rowan Ross is a Non-executive Director of IAG Finance (NZ). He was appointed as an {AG Director in July 2000 and
acted as the Chairman from April to August 2007

Mr Ross is currently Chairman of Sydney IVF Limited. He is the former Chairman of Bankers Trust Investment Bank, former
National President of the Securities Institute of Australia and former Chairman of the Sydney Dance Company and the
Australian Major Performing Arts Group. He has more than 30 years' experience in investment banking and is an Executive
Director of Macquarie Bank Limited.

George Venardos BCom, FCA, DIpCM, FCIS, FTIA, MAICD Executive Director, Age 47

Mr George Venardos is an Executive Director of IAG Finance {NZ). Mr Venardos joined IAG in 1998. He is Chief Financial
Officer, a role with responsibility for all aspects of the Group's financial and corporate services functions, including asset

management, corporate secretariat, finance, investor relations, legal, mergers and acquisitions, strategy and treasury. Before
Joining 1AG, Mr Venardos held the position of Executive Director and General Manager, Finance and Corporate Services, with
. the Legal & General Group in Australia.

He is the Chairman of the Finance and Accounting Standing Committee for the Insurance Council of Australia. He was
awarded the 2003 CFO of the Year at Insto Magazine's Annual Distinction Awards.

Michael Woods Alternate Director, Age 46

Mr-Michael Woods is an afternate Director for Mr Hawker and Mr Venardos. Mr Woods joined IAG in 1998. He is Head of
Group Finance & Treasury, a role which includes responsibility for group finance, treasury, management accounting, financiai
reporting, budgeting, forecasting, finance systems and asset management operations.

Mr Woods has over 25 years' experience in the insurance and financial services industry. Before joining |AG, Mr Woods held
treasury related roles at other organisations, including KPMG, the Bank of New Zealand and Bankers Trust. He is a member
of the Group’s Asset & Liability Committee.

5.2 Pro forma financial information

The pro forma financial information in this Section 5.2 presents the expected effect of the Offer.on the Issuer as at 30 June

2004 assuming:

+ firstly, the Offer was completed on 30 June 2004 and $500 million was raised through the issue of RES and via intra-group
arrangements was invested in the Portfolio; and

» secondly, IAG exercised its Exchange Right as at 30 June 2004 and $500 million of RES were redeemed by the Issuer and
$500 million of Preference Shares were issued by IAG.

Section 5.2.1 provides the Issuer's pro forma statement of financial position as at 30 June 2004 and Section 5.2.2 provides
a discussion of the expected effect on the Issuer's statement of financial performance.

The pro forma financial information is unaudited and has been prepared according to Australian GAAR Therefore, it does
not reflect changes that may result from the implementation of A-IFRS on 1 January 2005. The Issuer does not expect the
pro forma statement of financial position for the issue of RES and following Exchange to change materially, although there
may be differences in the classification of items.

See Section 6.4 for the pro forma financial information of the Group as if the Offer had been completed and all RES on issue
were subsequently Exchanged.
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5.2.1 Pro forma statement of financial position

The following table sets out the Issuer’s pro forma statement of financial position - adjusted as if the issue of RES were
completed on 30 June 2004 and subsequently Exchange took place for all RES on issue as at that date.

Issuer

The Issuer was incorporated on 6 October 2004, and as a result as at 30 June 2004 had not yet commenced operations.
The Issuer was established to manage the ongoing treasury requirements of the Group’s New Zealand operations and as at
the date of this Prospectus has no material operating history.

Pro forma adjustments - Offer

The pro forma adjustments reflect that when RES are Issued they will be classified as a $500 million interest-bearing liability in
the statement of financial position of the Issuer, The Issuer wil firstly swap the Australian dollar proceeds with AL for an
equivalént New Zealand dollar amount. The New Zealand dollars will be lent to IAG (NZ) Holdings by the Issuer who will
recognise this loan as an intra-group loan receivable.

IAG Portfolio will grant security over the Portfolio and the Issuer will grant security over the intra-group loan receivable from
IAG (NZ) Holdings to secure the issuer’s obligations to RES Holders,

The Issuer will pay transaction costs relating to the Offer of approximately $12 million. This will be funded by an intra-group
loan payable. The transaction costs will be capitalised and amortised in the Issuer’s statement of financial performance at
approximately $2.4 million per annum for five years.

B Pro forma adjustments - Exchange

The pro forma adjustmerts reflect IAG exercising its Exchange Right in fult as at 30 June 2004. This would result in all RES

on issue being redeemed and Exchanged for Preference Shares. IAG may exercise its Exchange Right at any time subject to
certain conditions - see Section 2.5.2. The pro forma adjustments assume that the Portfolio has not made any gains or losses
on any Portfolio Assets at the time of Exchange and as a result, the Net Portfolio Proceeds on Exchange are $500 million.

The transactions for Exchange, assuming the Net Portfalio Proceeds are $500 miillion, will be:

« the Issuer will redeem all RES on issue for $100 each ($500 million);

« |AG Portfolio will liquidate the Portfolio and pay the proceeds to IAG upon direction by the Issuer to pay the Preference
Share Issue Price of $100 per Preference Share ($500 million); and

+ the Issuer will receive replacement funding of $500 million, sourced either internally or externally, to continue its role,
managing the ongoing treasury requirements of the Group's New Zealand operations.

If Exchange were to occur before the [ssuer had fully amortised the transaction costs, the unamortised amount capitalised
on the statement of financial position would be written off in the period the Exchange occurred. The pro forma adjustments
assume that no additional transaction costs will be incurred on Exchange.

if the Portfolio has experienced a loss at the time of Exchange, then the same transactions would take place except the RES
will be redeemed for the Redemption Amount which would be less than $100 per RES and the Preference Share Issue Price
would also be for the lower Redemption Amount.

Any gain incurred on redemption of RES as a result of the Net Portfolio Proceeds being less than $500 million, will be
balanced by an equal and opposite movement in value on the swap with IAL such that the loss on the Portfolio will have no
overall financial impact on the Issuer.
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Pro forma effect of Exchange

The pro forma effect of Exchange represents the Issuer's pro forma statement of financial position after completion of the
Offer and later Exchange of all RES on issue for Preference Shares.

Issuer’s pro forma statement of financial position as at 30 June 2004
Pro forma adjustments’

$ million Issuer H Offer H Exchange: £} Pro forma’
intra-group loan receivable? - 500 - 500
Capitalised borrowing costs* - ' 12 12y’ -
Total assets . - 512 (12) 500
Interest-bearing liabilities - RES - 500 (500) -
Intra-group loan payable - 12 500 512

. Total liabilities : - 512 - 512
Net assets - -~ (12) (12)
Total equity ¢ - - (12)’ (12
Notes:

1 The pro forma adjustments and the pro forma statement of financial position are unaudited. The pro forma statement of financial position is prepared
in Australian doflars and it is assumed that no foreign exchange fluctuations occur.

2 For the purposes of the pro forma statement of financial position the Redemption Amount is $100 per RES which assumes there has been no loss

on the Portfotio.

The gross proceeds from the Offer will be swapped for New Zealand doliars with IAL and the New Zealand dollars gross proceeds will be lent via an

intra-group loan receivable to IAG (NZ) Holdings.

Capitalised transaction costs which will be amortised over five years.

Replacement funding of $500 million scurced either externally or internally.

The issued share capital was $1.00 which has been rounded down to zero.

Write-off of capitalised ransaction costs through the statement of financial performance in the period that RES are Exchanged, and assuming

no amortisation of capital transaction costs. The Issuer has inra-group arangements in place to ensure that it can repay this amount should it be called upon.

w
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5.2.1.1  Sensitivity to amount raised

The pro forma financial information presented in this Section 5.2 assumes that $500 million is raised through the Offer.

The impact on the pro forma financial information of raising an additional $50 million through oversubscriptions is as follows:

« firstly, for the issue of RES the intra-group loan receivable and the interest-bearing liability will increase by $50 million and
there would be an immaterial increase in the transaction costs; and

« secondly, for the potential subsequent Exchange into Preference Shares, the pro forma adjustments for the issue of
Preference Shares above would increase proportionately with any additional RES issued.

If tess than $500 million is raised through the Offer, for example $450 million, the impact on the pro forma financial information
will be of an equivalent magnitude, but opposite in direction to the analysis above. '

5.2.2 Pro forma statement of financial performance

The pro forma financial information assumes the Issuer wilk:

+ earn income from managing the ongoing treasury requirements of the New Zealand operations;

* make annual Interest Payments, which for the purpose of the pro forma financial information are assumed to be the
annualised first Interest Payment based on an Interest Rate of 5.50% per annum (Minimum Bank Bill Rate) and the
mid-point of the RES Initial Margin 1.15% per annum. This equates to an annual interest Payment of approximately
$23.3 million; and

+ amortise expenses from the capitalised transaction costs of approximately $2.4 million per annum for five years.

Based on these pro forma adjustments as at 30 June 2004, the Issuer is expected to generate a small profit on its activities.
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53 Portfolio

The Portfolio will comprise high quality, short-dated fixed interest securities according to the PMA, The Portfolio has an
Australian Bond Fund Rating of 'AAAf" by S&P The Net Portfolio income earned on the Portfolio is intended to fund Interest
Payments. If there is a Redemption, Conversion or Exchange. the Net Portfolio Proceeds are intended to fund amounts which
are payable upon Redemption, Conversion or Exchange (whether in payment of cash or in payment of the Ordinary Share
Issue Price or the Preference Share Issue Price to JAG).

The Portfolio must only comprise Eligible Assets which, according to the Investrnent Mandate described in Section 9.3.6 are:

+ Eligible Securities - see Section 9.3.6.1;
« Cash - see Section 9.3.6.1; and
* the Interest Rate Floor - see Section 9.4.

In some limited situations, which are described in Sections 9.3.9 and 9.4, IAG and IAL are obliged to pay funds
to the Portfolio.

5.3.1 Portfolio - Australian Bond Fund Rating

The Portfolio has an Australian Bond Fund Rating of "AAAf' by S&P. An Australian Bond Fund Rating is a current assessment
of the overall credit quality of a fund's portfolio. The main risk elements evaluated in the rating process for bond funds are
credit risk, liquidity risk, interest rate or market value risk and fund management capability. Credit quality is assessed
according to the quality, type, and diversity of the assets that make up the fund. The rating assessment also takes into account
the investment restrictions incorporated in the relevant rules governing the fund, the internal credit and investment guidelines of
the manager and subsequent undertakings made to S&P during the rating process.

A fund rated "AAAF" has extremely strong protection against losses from credit default. 'AAAf" is the highest Australian Bond
Fund Rating assigned by S&P

In addition, to minimise the effect of interest rate risk on the vaiue of the Portfolio Securities, the Investment Mandate restricts
the term to maturity for a Portfolio Security to 120 days. Section 9.3.6 summarises the Investment Mandate.

‘The Australian Bond Fund Rating is no indicator or guarantee of return on the Portfolio.
.- Abond fund rating is not a recommendation to make, hold or seek redemption of an invesunent in‘afundinas
much as it does not comment as to market price or suitability for a particular investor, The ratmg is based on
“current information fumlshed to:S&P by the Portfolro Manager or obtamed by S&P from other sources it
consrders relrable ' o : S

_ ‘.S&P does not perform an audrt in cannectton wrth any ratlng and may on occasion. re/y an unaudrted f' nancral :
, lnformatlon The fating may be cchanged, suspended or. wrthdrawn asa resuir of changes in, or unavallabrlrly of
such lnformatlon, or based on other c:rcumstances :

, Ratmgs are subject. to revision.or wrthdra wal at any tlme

As at the date of this Prospectus, the. Group had not approached any other ratmg agency for a ratmg
“of the Portfolio.

5.3.2 Portfolio Management Agreement
The PMA contains the terms and conditions on which:

* the Issuer, IAG Portfolio and the Trustee appoint the Portfolio Manager to manage and invest the Portfolio;

* the Issuer, IAG Portfolio and the Trustee appoint the Custodian to make payments from Net Portfolio Income on an Interest
Payment Date and to transfer some or all of the Portfolio to the Trustee on a Realisation Date;

* payments in respect of RES are to be settled; and

* 1AG will pay amounts to the Portfolic in certain circumstances.

Section 9.3 sets out a summary of the PMA.
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5.3.3 Net Portfolio Income

In each Interest Period, the Portfolio Manager must use reasonable efforts to realise Net Portfolio Income at least equal to the
aggregate Interest Payments due on the relevant Interest Payment Date. Interest Payments due to be paid are calculated
according to the formula in clause 3.1 of the RES Terms. Net Portfolio Income will change due to a variety of factors, including:

» changes in market interest rates;
*» the composition of the Portfolio; and
* default if any by an issuer of a Portfolio Asset.

On each Interest Payment Date, the Net Portfolio Income must be paid to RES Holders up to the amount of the aggregate
Interest Payment. If there is any excess Net Portfolio Income earned by the Portfolio after payment of an Interest Payment,
unless there is a reinvestment requirement a result of a Portfolic Deficit ~ see Section 9.3.7, the excess is payable to IAG
Portfolio, which in turn will use that excess to meet obligations to other Group entities.

As a result of these obligations, IAG may be required to make certain payments into the Portfolio. 1AL may also be required

+ to make payments into the Portfolio as provider of the Interest Rate Floor. However, IAG Portfolio and other members of the
Group may be entitied to any surplus in the Portfolio from excess Net Portfolio Income after payment of aggregate Interest
Payments, or from excess Net Portfolio Proceeds after payment of aggregate Redemption Amounts.

If during an Interest Period, the Portfolio does not generate sufficient Net Portfotio Income to cover the aggregate Interest
Payment due on the relevant Interest Payment Date, the Interest Payment will be reduced accordingly.

Sections 5.3.3.1 to 5.3.3.3 describe the factors that could potentially affect Net Portfolio Income generated by the Portfolio
during an Interest Period.

5.3.3.1 There may not be sufficient Net Portfolio Income due to changes in market interest rates

The Investment Mandate is intended to enable the Portfolio to earn Net Portfolio Income equivalent to the Bank Bill Rate.
‘However, there is a risk that the market interest rate earned by the Portfalio Assets could fall to a point where there is
insufficient Net Portfolio Income to fund the aggregate Interest Payment.

Interest Payments are calculated using the Interest Rate formula:
_Interest Rate = (Bank Bill Rate + RES Margin) x (1 - Tax Rate)

As a result, there is a possibility that the Interest Rate will exceed the market interest rate earned by the Portfolio Assets.
Based on the RES Initial Margin range and the Tax Rate, this occurs when the Bank Bill Rate falls below a point which is
between 2.33% - 3.03% per annum. This point will be determined at the close of the Bookbuild and will change if the RES
Margin and Tax Rate change.

To mitigate this risk, an Interest Rate Floor has been put in place between 1AL and IAG Portfolio, such that if the Bank Bill Rate
falls below this point during an Interest Period and there is insufficient Net Portfolio Income earned, IAL will pay into the
Portfolio an amount sufficient to ensure that Net Portfolio Income is at least equal to the aggregate Interest Payment for that
Interest Period.

5.3.3.2 The Portfolio may not earn around the Bank Bill Rate of return due to its composition

The Portfolio will be invested based on the Investment Mandate which defines the Eligible Assets that the Portfolio may
hold and limits the amount of Eligible Assets that the Portfolio may hold. It is possibie that, as a result of these criteria and
changes in market conditions, the Portfolio may not achieve its expected return. The Portfolio Manager is required to use
reasonable efforts to manage the Portfolio to achieve a return at least equal to the aggregate Interest Payment for the
Interest Period.

5.3.3.3 The Portfolio may be exposed to losses or defaults

If during an Interest Period, a Portfolio Asset has been sold for a loss, or an issuer of a Portfolio Asset defaults on its
obligations, this may mean that due to the reduced value of the Portfolio Assets the Portfolio may not earn sufficient Net
Portfolio income to meet the Interest Payment due on the relevant Interest Payment Date.
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If the loss or default means that the value of the Portfolio Assets is reduced, this could also affect the ability of the Portfolio
to generate sufficient Net Portfolio Income in tater Interest Periods.

To mitigate this risk, the Portfolio will be invested based on the Investment Mandate. As a resuit, the Portfolio has been
assigned an Australian Bond Fund Rating of '"AAAF’ by S&P which means that the Portfolio has extremely strong protection
against losses from credit default.

5.3.4 Net Portfolio Proceeds

The Investment Mandate is intended to enable the Portfolio to realise Net Portfolio Proceeds at least equal to the aggregate
Issue Price of RES on issue upon any Redemption, Conversion or Exchange.

If, on a Realisation Date, the Net Portfolio Proceeds are less than the aggregate Issue Price of RES being Redeemed,
Converted or Exchanged as a result of losses or defaults on the Portfolio Assets, the Redemption Amount will only be paid to
the extent of the Net Portfolio Proceeds per RES (that is less than $100).

The effect of this calculation is:

+ on Conversion — RES Holders will only receive Ordinary Shares for each RES Converted equal to the Net Portfolio
Proceeds per RES (subject to the RES Conversion Discount); :

» on Exchange - the Preference Share Issue Price will be equal to the Net Portfolio Proceeds per RES; and

+ on Redemption — RES Holders will only receive an amount of cash equal to the Net Portfolio Proceeds per RES.

To mitigate the risk of losses or defaults on Portfolio Assets the Portfolio will be invested based on the Investment Mandate.

5.3.5 Portfolio Manager

IAG AM has extensive experience in managing investment funds, having managed funds for the Group for over 10 years.
Investment funds being managed on behalf of the Group, totalled $9.3 billion as at 30 June 2004. In addition, IAG AM
manages external funds, totalling $3.8 billion as at 30 June 2004, on behalf of a number of wholesale segregated client
mandates, life funds and managed investment schemes.

IAG AM has managed a wholesale cash management trust since April 1997. That trust has been rated 'AAAM’ by S&P since
May 2002, and as at 30 June 2004 had assets totalling $1.3 billion.

The asset classes managed by IAG AM are cash, fixed interest securities, indexed linked bonds, equities and property trusts.

The graph below illustrates the value of IAG AM funds under management over the past five years ended 30 June 2004,

14.0
IAG AM funds under management’

($ billion)
120

10.0

8.0

6.0

FY00 FYD1 FYo2 FY03 FY04

Note: 1 The funds under management in the chart above include any funds that are outsourced by IAG AM to other fund managers.
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A snapshot of IAG as at 30 June 2004

e Leading general i insurance group in Austraha and New Zealand

e Annual Gross Written Premium of $6.4 billion

e Insures more than 4.7 million cars, 2.4 million homes, 220 000
businesses and 85,000 farms in Australia, and provides workers
compensatuon services to around 213 000 employers

* More than 11,500 employees A

e No:1 posntlon in'six major general insurance markets in Australua

’ motor, home, ‘compulsory third party [CTP), workers' compensation,
consumer credit and extended warranty

o Network of about 330 branches and customer service centres
vthroughout metropolltan regional and rural Australia, and 41 sales
centres.and branches i in New Zealand ‘ '

. Very strong lnsurer Fmancnal Strength Rating of ‘AA’ for its key
~ wholly-owned insurance companies from S&P - the hlghest ratlng
- -for any Australian- based fmancml |nst|tut|on Fe :

6.1 IAG

IAG listed on ASX in August 2000, under its former name of NRMA Insurance Group Limited. The Group's name and
ASX code (IAG, formerly NRM) were changed in January 2002 to better reflect its size, diversity, geographical distribution
and aspirations.

At 19 Novemnber 2004, IAG had a market capitatisation of $9.1 billion for its Ordinary Shares, ranking it among the largest 25
Australian listed companies, and the total Ordinary Shareholder return since listing four years ago {including the final dividend
paid in October 2004) has been over 100%.

The Group has grown significantly over the past five years, expanding throughout the Australian and New Zealand general
insurance markets, both organically and through acquisitions and strategic ventures.

In January 2003, the Group acquired the Australian and New Zealand general insurance operations of Aviva plc; CGU and
NZI. This acquisition significantly enhanced the Group's position in terms of GWP and Risks in Force, as well as diversification
by productiline, geographic spread and distribution channe!. The acquisition helped the Group achieve its long-term target
GWP mix of 80% Short-tail and 20% Long-tail. CGU and NZI are now integrated into the Group following the completion of the
18 month programme.

The Group'is focused on its key business of general insurance, having sold its health insurance underwriting and retirement
services businesses during the year ended 30 June 2004,
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The Group's business is managed based on the following specialised segments of Australian personal insurance, Australian
commercial insurance, and international operations, as outlined below.

: "Australian 'p_er‘sonal * Financial performance for the year ended 30 June 2004
lqsurance o S ‘Gross Written Premium . . $3.,900 million
Net Eaned Premium : " $3,602 million

Combined Operating Ratio - o 87.9% .
- Insurance Margin e . 16.5%

The Group's Australian personal insurance operation develops, underwrites and distributes personal insurance products, and
manages claims and assessing services. It is the largest general insurance underwriting and claims and assessing operation
in Australia. Personal insurance products offered include motor vehicle, CTR home and niche insurance products, such as
caravan, pleasure craft, travel insurance and veteran and classic car insurance.

Products are distributed primarily under the Group's direct brands. NRMA Insurance is the primary brand used in New South
Wales, Australian Capital Territory, Queensland and Tasmania. SGIO is the Group's primary brand in Western Australia, and
SGIC in South Australia. In Victoria, products are underwritten by a joint venture entity, Insurance Manufacturers of Australia
Pty Limited with RACV and distributed by a related party of RACV. In addition, insurance products are sold nationally under
the Swann Insurance brand, Personal insurance products distributed nationally by CGU are generally sold via intermediaries
(insurance brokers and agents) and business partners (financial institutions and alliances).

N Austra'lian commEfC_ial o _Financial petformance for the year ended 30 June 2004 -
insu rance- : v - Gross ertten Premium . . . $1 613 m|II|on-
Net Eamed Premium s $1 355 million o
Combined Operating Ratio * T T 95.0%

Insurance Margin o 9%

The Group's Australian commercial insurance operation develops, underwrites and distributes insurance products for
businesses. Commercial insurance products offered include commercial property, commercial motor and fleet motor,
construction and engineering, directors’ and officers’, farm, crop and livestock, home wamranty, marine, professional
indemnity, public and products liability and workers' compensation.

These products are distributed primarily under the CGU Insurance brand through a network of more than 1,000 intermediaries.
Commercial insurance packages, largely targeted at sole operators and smaller businesses, are also sold directly under the
retail brands NRMA Insurance, SGIO and SGIC.

Internatmnal Fmancval performanee for the year ended 30 June 2004

0 eratlons Gfoss ertten Prem um : $914 mllllon .
- o Net Earned Premlum o .:$,9_()6_:_m1vl!vx9n i
e Combmed Operatlng Ratlo TI94.8% !

Insurance Margin™ - T A%

The Group's international operations consist primarily of its operations in New Zealand, as well as the Group's Asian interests
and captive reinsurer (IAG Re).

IAG New Zealand Limited is the leading insurance provider in New Zealand in the direct channel and a leading insurer in the
intermediated channel, and holds approximately 37% of the total general insurance marketin New Zealand as recorded by

the Insurance Council of New Zealand, as at 30 June 2004. Insurance products are provided directly to customers under the
State brand, and through intermediaries (insurance brokers and agents) under the NZi brand. IAG New Zealand Limited also
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distributes insurance through financial institutions such as banks. Personal and commercial products include motor vehicle,
home and contents, commercial property and motor, commercial liability, construction and engineering, niche insurance, such
as pleasure craft, veteran and classic car, caravan and travel insurance, income protection, marine, personal liability, rural and
horticultural.

The results of the Group's captive reinsurer (JAG Re)}, through which the Group purchases most of its reinsurance protection,
are also reflected in the Group's international operations.

In addition, IAG has interests in two businesses in Asia — 100% ownership of Beijing Continental Automobile Association Lirited,
a roadside assistance operation and insurance agent based in Beijjing, China and a 20% shareholding in Safety Insurance
Limited in Thailand.

The following charts summarise the Group’'s GWP by business structure and product line and growth and product line
diversification over the eight years ending 30 June 2004:

Gross Written Premium by business Gross Written Premium by product line
(% of GWP) (% of GWP)
For the year ended 30 June 2004 For the year ended 30 June 2004

6% S%

14%

W Australian personal insurance B Motor Home
= Australian commercial insurance £ Short-tail commercial & Workers’ compensation
& International operations ® CTP (Motor) | Liability

@ Other short-tail

Annual Gross Written Premium’' growth and product line diversification

For the year.ended 30 June 2004
$5.2bn

Compound annuat growth rate 21%

97 98 99 00 01 02 03 04

# Motor E Home & Short-tail Commercial % Workers' compensation & CTP (Motor) M Health® & Liability & Other Short-tail®

Notes:

1 Includes GWP cf all businesses except inwards reinsurance. which has been in run-off since 2001,

2 The health insurance business was sold in July 2003.

3 Other Short-tail primarily consists of other accident, extended waranty and consumer credit businesses.

4 In relation to the financial information for the year ended 30 June 2001, !AG commenced operation on 22 July 2000 when it became the parent entity of !AL
and its controlied entities upon demutualisation of 1AL. Financial information used above, however, represents the full year of operation, including the three
weeks priorito demutuatisation.
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6.2  Financial profile and performance

For the year ended 30 June 2004, the Group recorded a net profit attributable to all shareholders of IAG of $665 million after
tax (2003: $153 million) and GWP of $6,427 million (2003: $5,150 million).

The following graphs provide a historical summary of the growth in the Group's GWP and Net Earned Premium and net
profit/(loss) attributable to all shareholders of IAG over the last 10 years to the full year ended 30 June 2004:

Gross Written Premium versus Net Earmed Net profit/(loss) attributable to all shareholders of IAG
Premium ($ billion) ($ mitlion)
7.0 . 800
6.0 J 700
600
50 | 500
4.0 | 400
300
3.0 200
20 . e N ? | 100
i 17 »b : 0
10 3 . li : o 2 ) (100 }
0.0 | il E B o S B L (200) , . , . . . . . . .
FYS5 FYes FY97 FY98 FY99 FY00 FYO1 FY02 FYO3 FY04 . FYe5 FYs6 FY97 FY98 FY99 FY00 FYOt FY02 FYO3 FY04
Financial year ended 30 June Financial year ended 30 June

Notes:

1 The financial information for years 1995 to 2000 refates to the consolidated operations of IAL (formerly NRMA Insurance Limited) prior to it becoming
a wholly-owned subsidiary of IAG {then known as NRMA Insurance Group Limited).

2 Inrefation to the financial information for the year ended 30 June 2001, IAG commenced operation on 22 July 2000 when it became the parent entity of IAL
and its controlled entities upon demutualisation of 1AL, Financial information used above, however, represents the full year of operation, including the three
weeks prior to demutualisation.

3 The financial information in these graphs is from the audited Group financial statements for the full years ended 30 June.

As shown in the graph above, the reported net profit/(loss) attributable to all shareholders of IAG over the past 10 years has
been volatile. While there is inherent volatility in general insurance operations, the biggest source of volatility for the Group
over this period has generally been from equity investment market performance. The Group is required to mark to market the
majority of its substantial investment portfolio, with any changes in market values of these investments reported as part of the
financial performance for the period. The Group's exposure to equity investment markets has also been significantly reduced
by a change in the investment mix of its portfolio towards fixed interest investments.

As at 30 June 2004, the sensitivity of the Group's net profit attributable to all shareholders of IAG to movements in the market
value of its combined equity portfolios was as follows:

+ a 1% rise in Australian equity markets would generate an annual gain of around $17.6 million before tax; and
+ a 1% rise in the International equity markets would generate an annual gain of around $5.2 million before tax.

The Group has delivered GWP growth in excess of 357% over the ten years ended 30 June 2004. This growth has been
approximately 32% organic and 68% from acquisition. Each of the three years from 1 July 2001 to 30 June 2004
contributed double-digit growth in Net Earmed Premium, achieving a compound annual growth rate of 28% per year. This
increased scale and diversity by geography and product, combined with the extent of the Group's Reinsurance
arrangements, assist in reducing the exposure of the Group to the inherent volatility of its general insurance operations. ‘

The Group's financial statements since listing and related reports are available on the IAG website at www.iag.com.au.
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The following table shows the Group's summarised audited statement of financial performance for the years ended
30 June 2004 and 30 June 2003:

Group summarised statement of financial performance

Year ended Year ended
$ million 30 June 2004 30 June 2003
Gross Written Premium 6,427 5,150
Net premium revenue 5,863 4,636
Net Claims Expense (3.815) (3.363)
Underwriting Expense (1,500} (1.074)
Investment income on Technical Reserves 244 372
Insurance Profit 792 571
Investment income/(loss) on Shareholders’ Funds 434 (120)
Gther operating and investment income 148 33
Borrowing costs (67 (46)
Amortisation of goodwill and intangibles (118) (81)
Other operating expenses 47 (60)
Profit before income tax 1,152 _ 297
Income tax expense . (346) (80)
Profit after income tax 806 217
OQutside equity interests (1471) (64)
“Net profit attributable to all shareholders of IAG 665 153
Dividends paid to RPS1 and RPS2 (29) (21
Net profit attributable to Ordinary Shareholders 636 132
Insurance ratios .
Loss Ratio 65.1% 72.5%
Expense Ratio 25.6% 23.2%
Combined Operating Ratio 90.7% 95.7%
Insurance Margin 13.5% 12.3%

The net profit attributable to all shareholders of AG was $665 million (2003: $153 million).

The key components contributing to the year ended 30 June 2004 were:

» the 2004 result incorporated the full year effect of the acquisition of CGU and NZ| whilst the financial performance for the
year ended 30 June 2003 only had six months impact of CGU and NZI. CGU and NZI were acquired on 2 January 2003;

» Gross Written Premium increased by 24.8% to $6,427 million. This is mainly due to the full year effect from CGU and NZI.
Excluding the impact of CGU and NZ|, the underlying organic growth of GWP for the year ended 30 June 2004 was 2.5%;

» the Expense Ratio increased from 23.2% in 2003 to 25.6%. The full year effect of CGU and NZI has been the major driver

of this increase as CGU and NZt bring a higher Expense Ratio, in the form of commission expense, due to the
intermedliary distribution of their products;
* the quality of the Insurance Profit was driven by:
- strong performance of all major business segments which includes benefits derived from continuous business
improvement;
- completion of the 18 months CGU and NZI integration programme,;
~ generally favourable weather conditions despite $265 million storm claims for the year ended 30 June 2004; and
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» after two years of negative return on equity portfolios, the recovery of equity markets delivered a positive contribution to
the Group's financial performance for the year ended 30 June 2004. There was a significant increase in the investment
income on Shareholders’ Funds to $434 million compared with a loss of $120 milfion for the year ended 30 June 2003.

All dividends paid on Ordinary Shares and RPS1 and RPS2 since quotation have been fully franked. At 30 June 2004,
the Group had a franking balance in excess of $450 million (providing the capacity to pay fully franked dividends of
over $1,050 million).

6.3 Capital management and capital ratios

The Group's capital management strategy is aimed at optimising the appropriate level and mix of capital for its business needs,
risk appetite and delivery of sustainable attractive returns to shareholders. IAG actively manages its capital on three parameters:

* an estimated risk of ruin of no more than 1 in 750 years;
* a AA’ S&P rating for its key wholly-owned insurance operating entities; and
-+ economic capital, cumently set at a benchmark of 1.60 times (x) the Group's risk-weighted minimum capital reguirement
{MCR) set by applying APRA prudential guidelines to all of the Group's operations. This benchmark will move to
1.55x MCR on issue of RES.

These parameters are supported by:

* conservative claims reserving (minimum Probability of Sufficiency of 90%);

* an extensive Reinsurance programme (maximum loss per event currently at less than 2% of Combined Operating
Ratio); and

* a strategic asset allocation programme to actively control investment volatility risks.

As at 30 June 2004, the Group's MCR multiple was 1.75x, which was above the Group's then benchmark MCR multiple of 1.60x.

The issue of RES enhances IAG's capital structure by providing certainty now of access to regulatory Tier 1 Capital if needed
at any time - particularly in market conditions that are less favourable or less certain than the current market conditions. Such
circumstances could include a severe fall in equity markets (like that experienced in October 1987), or major catastrophes that
are beyond the limits of the Group's reinsurance arangements (there have been no major catastrophes beyond these limits in
Australia or New Zealand to date).

RES will provide the Group with the flexibility and certainty to access regulatory Tier 1 Capital at any time. Upon issue of RES, the
Group will reduce its current benchmark multiple of APRA’s minimum capital requirement from 1.60 times to 1.55 times. This will
enable the Group to release some existing capital for use in IAG's operations or for return to Ordinary Shareholders at an
opportune time.

There will be no material impact on the Group's regulatory capital as a resutt of issue of RES unless Preference Shares or
Ordinary Shares are issued and are included in Tier 1 Capital. However, upon issue of RES, the Group will reduce its current
benchmark MCR from 1.60x to 1.55x.

6.3.1  Tier 1 Capital
JAG is authorised under the Insurance Act 1973 (Cwith) to be a non-operating holding company (NOHC). This is because IAG
owns a number of entities that are licensed by APRA.

APRA has the power to impose prudential requirements on entities it oversees. APRA has issued a number of key prudential
standards that apply to general insurers. This includes a standard regarding capital adequacy requirements (which, among
other things, encompasses requirements regarding the mix and quality of eligible regulatory capital).

In terms of this capital adequacy standard, APRA requires locally incorporated, locally authorised general insurer entities
to maintain a capital base (of eligible capital) in excess of their MCR under the standard. Foreign incorporated insurers,
authorised to operate in Australia as branches, have stightly different requirements than those applicable to locally
incorporated insurers.

APRA divides a general insurer’s capital base into Tier 1 Capitat and Tier 2 Capital, and requires (among other things)
that Tier 1 Capital {net of certain deductions) constitutes at least 50% of its regulatory capital base. To date, APRA has not
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issued capital adequacy requirements for authorised NOHCs, other than those NOHCs that contain an ADI. However the
Group understands that APRA is continuing to develop its policy in this area.

RES will not qualify as regulatory capital. However, JAG has the ability 1o exercise its Exchange Right to issue Preference
Shares (which are expected to qualify as Tier 1 Capital according to their terms) or, in the circumstances where Redemption
may be required, elect to Convert and issue Ordinary Shares, which are Tier 1 Capitat.

IAG's entitlement to treat the Preference Shares as Tier 1 Capital may also be affected by the mix of capital instruments which
comprise its Tier T Capital. This is because under the current APRA guidance notes, preference shares and other innovative
capital instruments are included in Tier 1 Capital only to the extent that they do not exceed 25% of all other Tier 1 Capital.

Any amount ineligible for inclusion as Tier 1 Capital as a result of this fimit will be eligible for inclusion as Upper Tier 2 Capital.
The composition of the Group's pro forma capital adequacy position as at 30 June 2004 is detailed in Section 6.4.2.

IAG has received confirmation from APRA that the Preference Shares, if issued today, would qualify as Tier 1 Capital
according to their terms. However, if APRA subsequently determines that the Preference Shares are not Tier 1 Capital prior to
issue, IAG may decide that a Regulatory Event has occurred. This would enable IAG to Redeem or Convert RES.

Subject to APRA not changing the guidance notes for, or treatment of, qualifying Tier 1 Capital, neither the Issuer nor IAG
will decide that a Regulatory Event has occurred solely as a result of the effect that the Preference Shares would have on
IAG's mix of capital instruments.

6.4 Pro forma financial information

The pro forma financia! information in this Section 6.4 presents the expected effect of the Offer on the Group as at 30 June

2004 assuming:

« firstly, the Offer was completed as at 30 June 2004 and $500 million was raised through the issue of RES and via intra-
group arrangements is invested in the Portfolio; and

+ secondly, IAG exercised its Exchange Right as at 30 June 2004 and $500 million of RES were redeemed by the Issuer and
$500 million of Preference Shares were issued by IAG.

Section 6.4.1 provides the Group's summarised pro forma statement of financial position, Section 6.4.2 provides the Group's
pro forma capital adequacy pasition as at 30 June 2004 and Section 6.4.3 provides a discussion of the expected effect on
the Group's statement of financial performance.

The pro forma financial information is unaudited and has been prepared according to Australian GAAP. Therefore, it does
not reflect changes that may result from the implementation of A-IFRS on 1 January 2005. The Group has undertaken an
assessment of the expected impact of A-IFRS as outlined in Section 6.6.3 and based on this assessment, the key
implications of adoption of A-IFRS are not expected to have a material impact to the retained earnings of the Group.

6.4.1 Pro forma statement of financial position

The following table sets out the Group's pro forma statement of financial position based on the Group's audited statement of
financial position as at 30 June 2004 - adjusted as if the issue of RES was completed on 30 June 2004 and subsequently
Exchange took place for all RES on issue as at that date.

Group
The Group's summarised statement of financial position is taken from the financial statements for the year ended 30 June 2004,
which have been audited.

Pro forma adjustments - Offer

The pro forma adjustments reflect that when RES are issued they will be classified as an interest-bearing liability in the
Issuer’s statement of financial position and will be set off against the asset of the Portfolio owned by IAG Portfolio. As a result,
there are no balances recognised in the Group's statement of financial position for the issue of RES. The transaction costs
relating to the Offer of $12 million are expected to be capitalised in the Issuer’s statement of financial position and amortised
over five years. However, this capitalised amount is not material to the Group's statement of financial position and as a resuit
no adjustments have been made to the Group's pro forma statement of financial position.
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ﬂ Pro forma adjustments - Exchange

The pro forma adjustments reflect IAG exercising its Exchange Right in full as at 30 June 2004. This would result in all RES on
issue being redeemed and Exchanged into Preference Shares. IAG may exercise this Exchange Right at any time subject to
certain conditions ~ see Section 2.5. The pro forma adjustments assume that the Portfolio has not made any gains or losses
on any Portfolio Assets at the time of Exchange and as a result the Net Portfolio Proceeds on Exchange are $500 million and
IAG will receive $500 million, which will be heid as an investment by the Group.

The transactions for Exchange, assuming the Net Portfolio Proceeds are $500 million, will be:

* the Issuer will redeem all RES on issue for $100 each ($500 million); and
* {AG Portfolio will liquidate the Portfoiio and pay the proceeds to AG upon direction by the Issuer to pay the Preference
Share Issue Price of $100 per Preference Share ($500 million).

If Exchange were to occur before the Issuer had fully amortised the transaction costs, then the unamortised amount
capitalised on the Issuer’s statement of financial position would be written off in the period Exchange occurred. However,
this capitalised amount is not material to the Group's statement of financial position and as a result no adjustments have
been made to the Group's pro forma statement of financial position.

If the Portfolio has experienced a loss at the time of Exchange, then the same transactions would take place except RES will
be redeemed for the Redemption Amount which would be less than $100 and the Preference Share Issue Price would also
be for the lower Redemption Amount.

B3 Pro forma effect of Exchange

The pro forma effect of Exchange represents the Group’s pro forma statement of financial position after completion of the
Offer and subsequent Exchange of ail RES on issue for Preference Shares.

Group's pro forma statement of financial position as at 30 June 2004
Pro forma adjustments’

$ million _ £ Group B Offer- B Exchange® £ Pro forma’
Investments 10,183 - 500 10,683
Other assets 4,679 - - 4,679
Goodwill and other Intangibles 1,473 - - 1,473
Total assets 16,335 - - 500 16,835
Claims outstanding and Unearned Premium 9,799 - - 9,799
Interest-bearing liabilities 793 - - 793
Other liabilities 1,519 - - 1.519
Total liabilities 12,111 - - 12,111
Net assets 4,224 - 500 4,724
Equity attributable to all Ordinary Shareholders -+ 2,999 - - 2,999
RPS1 and RPS2 v 539 - - 539
Preference Shares - - 500 500
Outside equity interests 686 - - 686
Total equity 4,224 - 500 4,724
Notes:

1 The pro forma adjustments and the pro forma statement of financial position are unaudited.

2 RES are not recognised in the Group's pro forma statement of financial position as there is a legal right of set-off and it is the Group's intention to realise the
Portfolio and settle RES liability simultaneously.

3 For the purpose of the pro forma financial position, the Redemption Amount is $100 per RES {and the Preference Shares are issued for $100 each) which
assumes that there has been no loss on the Portfolio. ’
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6.4.2 Pro forma capital adequacy position

The following table sets out the Group's pro forma capital adequacy position based on the Group's audited statement of
financial position as at 30 June 2004 - adjusted as if the issue of RES was completed an 30 June 2004 and subsequently
Exchange took place for all RES on issue as at that date.

In the event that }AG exercises its Exchange Right and Preference Shares are issued, it is assumed that Preference Shares
would be eligible Tier 1 Capital. The proceeds are assumed to be invested in investment assets which have minimal
investment charges based on current APRA prudential standards and therefore no material impact on the MCR. On this
basis, the issue of Preference Shares would increase the Group's MCR muttiple by approximately 0.3 times. This assumes no
material change in the Group's capital adequacy position at the time of Exchange.

Before Exchange, RES will not be eligible to be treated as regulatory capital and as a result will not have an effect on the
Group's capital adequacy position.

Group's pro forma capital adequacy position as at 30 June 2004
Pro forma adjustments’

$ million & Group Offer* H Exchange:® [ Pro forma’
Tier 1 Capital 2,250 - 305 2,555
Tier 2 Capital 644 - - 195 839
Regulatory capital base 2,894 - 500 3,394
Minimum capital requirement {(MCR) 1,654 - - 1,6543
MCR multiple® 1.75x - 0.30x* 2.05x
Notes:

1 Thepro forma adjustments and the pro forma capital adequacy position are unaudited.

2 RES are not recognised in the Group capital adequacy position as they are not efigible to be treated as reguiatory capital until such time as Preference Shares
are issued. V

Assuming that the $500 million in investment assets have minimal investment charge and no material impact on the Group's MCR.

These amounts reflect the composition of the Group's pro forma capital adequacy position as at 30 June 2004 ~ see Section 6.3.1.

The MCR muttiple is the Group's regulatory capital base divided by its MCR.

Assuming there has been no change in the Group's capital adequacy position at the time of Exchange.

DO AW

6.4.2.1 Sensitivity to amount raised

The pro forma financial information presented in this Section 6.4 assumes that $500 million is raised through the Offer.
The impact on the pro forma financial information of raising an additional $50 million through oversubscriptions is as follows:

» firstly, for the issue of RES the difference would be an immaterial increase in the transaction costs; and
= secondly, for the potential subsequent Exchange for Preference Shares, the pro forma adjustments for the issue of
Preference Shares above would increase proportionately with any additional RES issued.

If less than $500 million is raised through the Offer, for example $450 million, the impact on the pro forma financiat information
will be of an equivalent magnitude, but opposite in direction to the analysis above,

6.4.3  Pro forma statement of financial performance

The issue of RES is expected to have a net posttive, though immaterial impact, on the Group's financial performance. The reason
it is not expected to have a material impact on the profit before income tax of the Group is because the increase in investment
income generated from the Portfolio will be largely offset by the increase in interest expense from Interest Payments and the
amortisation of the capitalised transaction costs. The impact of the Group’s financial perfformance if the Preference Shares are
issued is similar except payments to Preference Shareholders would be recorded as dividends rather than interest expenses
paid to RES Holders. In addition, any unamortised transaction costs would be written-off in the period Exchange occurs.

Transaction costs of $12 million retating to the Offer will be capitalised in the Issuer's statement of financial position and
amortised over five years. The amortisation expense to be recognised is expected to be $2.4 million per annum,

The combined effect of the above pro forma adjustments based on the net profit attributable to Ordinary Shareholders for the
year ended 30 June 2004, following the issue of RES {or Preference Shares on Exchange), is not expected to have a material
impact on EPS or return on equity.
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6.5 Creditratings

S&P has granted Insurer Financial Strength Ratings and Long-Term Counterparty Credit Ratings to key wholly-owned
operating insurance entities in the Group and Issue Credit Ratings to the key securities that have been issued by the Group,

as detailed in the following table:

Long-term
Issue Credit Insurer Financial Counterparty Credit

Entity / security Ratings Strength Ratings Ratings
IAG Finance (NZ) RES A - -
IAG RPS1 A - -
IAG RPS2 A - -
Insurance Australia Limited - AA’ ‘AA'/Stable Outlook
IAG New Zealand Limited - AA’ "AA’/Stable Outlook
CGU Insurance Limited - AN "AA/Stable Outlook

. Swann Insurance (Aust) Pty Limited - AA ‘AA'fStable Outlook

Issues rated ‘BBB-' or higher by S&P are considered to be investment grade. RES have been assigned an Issue Credit
Rating of 'A-’ by S&P and are therefore investment grade. If issued, Preference Shares are expected to have the same

credit rating by S&P as RPS1 and RPS2.

The Portfolio has an Australian Bond Fund Rating of 'AAAf’ from S&P - see Section 5.3.1.

Rating definitions used by S&P are as follows:

an Issue Credit Rating is a current opinion of the creditworthiness of an obligor with respect to a specific financial
cbligation, a specific class of financial obligations, or a specific financial program;

an Insurer Financial Strength Rating is a current opinion of the financial security characteristics of an insurance
organisation with respect to its ability to pay under its insurance poficies and contracts in accordance with their terms;

a Long-Term Counterparty Credit Rating is a current opinion of an obligor's overall financial capacity (its creditworthiness)
to pay its financial obligations; and

a Rating Outlook assesses the potential direction of a Long-Term Counterparty Credit Rating over the intermediate term
(typically six months to two years). In determining a Rating Outlook, consideration is given to any changes in the economic
and/or fundamental business conditions. A Rating Outlook is not necessarily a precursor of a rating change or future
CreditWatch action,

According to S&P:

an Issue Credit Rating of ‘A" describes an obligor that has a strong capacity to meet its financial commitment on
the obligation;

an Insurer Financial Strength Rating of "AA’ describes an insurer that has very strong financial security characteristics;

a Long-Term Counterparty Credit Rating of "AA’ describes an obligor that has a very strong capacity to meet its financial
commitments;

the ratings from 'AA’ to 'CCC’ may be modifi ed by the addition of a plus (+) or minus (-} sign to show refative standing
within the major rating categories; and

a Rating Outlook 'Stable’ means that a rating is not likely to change.

sue Credlt Ratlngs are not market ratlngs, nor are they a recommendatton to buy hold or seII secunt/es

R nclud/ng the RES)

: ';Insurer Financial Strength Ratlngs are not a recommendatlon to purchase or dlscontlnue any pollcy or contract
' :ssued by an insurer or to buy ho!d or sell any secunty Issued byan msurer

Ratlngs are subJect to rews:on or w:thdrawa! at any tlm - ﬁ SR

-As at the date of thts Praspectus, the Group has not approached any other ratlng agency for a ratmg of RES o
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6.6 Impact of International Financial Reporting Standards

This Section 6.6 details the latest assessment of the impact of A-IFRS on the Group based on the current interpretations of
the published A-IFRS. The Group is making good progress in proceeding to full compliance with A-IFRS for the half year
ending 31 December 2005 and the year ending 30 June 2006.

6.6.1 Overview of the impact of A-IFRS on the Group

For reporting periods beginning on or after 1 January 2005, the Group must comply with A-IFRS as issued by the AASB. The
Group's financial statements will be prepared according to A-IFRS for the first time for the half year ending 31 December 2005
and the year ending 30 June 2006.

The financial information included in this Prospectus has been prepared in accordance with Australian GAAR The differences
between Austratian GAAP and A-IFRS identified to date as potentially having a material effect on the Group's financial
performance and financial position are summarised in Section 6.6.3. The summary should not be taken as an exhaustive fist
of all the differences between Australian GAAP and A-IFRS as there is still work to be completed by the Group.

The potential impacts on the Group's financial performance and financial position of the transition to A-IFRS, including system
upgrades and other implementation costs which may be incurred, have not been quantified as at the transition date of 1 July
2004 due to the short timeframe between finalisation of A-IFRS and the date of preparing this Prospectus. The impact on
future years will depend on the particular circumstances prevailing in those years. '

It is important to understand that while A-IFRS will change the Group's reported financial performance and financial posttion,
this does not represent a change in the performance or strength of the underlying business.

6.6.2 Management of the Group's IFRS transition

The Group has established a prgject team to manage the transition to A-IFRS, including training of staff and system and
implementation of internal control changes necessary to gather all the required financial information. The project team is
chaired by the Chief Financial Officer and reports quarterly to the Audit Committee. The project team has prepared a detailed
timetable for managing the transition to A-IFRS and is currently on schedule. To date, the project team has analysed most of
the A-IFRS and has identified a number of accounting policy changes that will be required. In some cases, choices of
accounting policies are available, including elective exemptions under AASB 1: First-time Adoption of Australian Equivalents
to IFRS. Some of these choices are still being analysed to determine the most appropriate accounting policy for the Group.
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6.6.3 Implications of conversion to A-IFRS

The key implications of the conversion to A-IFRS on the Group are as follows:

- Instirance contracts -

“ The large ajority, if riot all,
of the insurance products

are expected to meet the

new accounting definition

- of an 'insurance contract’.

Changes to accounting for
insufance products are not
expected to be significant.

In respect of the Group's core insurance business, the changes to financial reporting on
conversion to A-IFRS are not expected to be significant.

One of the key changes is that the standard provides a definition of an ‘insurance
contract’. General insurance products and reinsurance products that meet the definition
will continue with current accounting treatments subject to a revised liability adequacy
test. Those general insurance products and reinsurance products that fall outside the
definition will be treated as investment contracts or service contracts and be accounted
for as financial instruments or revenue contracts respectively.

An analysis of the Group's general insurance products and reinsurance products on
offer, or utilised, is substantially complete with the expectation that most, if not all, will
meet the definition of an insurance contract.

This would mean that the Group's accounting for Unearmed Premium, deferred
acquisition costs, outstanding claims, premium revenue, claims expense and
reinsurance recoveries would continue without significant change, subject to a revised
liability adequacy test.

RPS1 and RPS2
Reclassified as debt.

Cistributions treated as

intérest, not »dividén:d_‘s.

The Group's reset preference shares will be reclassified as debt. APRA has stated it
will continue the current regulatory capital treatment for existing instruments that are
adversely affected by the accounting standard change until further notice. Distributions
on those instruments will be treated as interest rather than dividends. If APRA’s
approach changes, it has indicated it may ‘grandfather’ the treatment of affected
issued securities.

- Financiaf assets

** More choices around

- accoliniting policies for

- investment assets.
- Initial accounting policy
. selection will mean no

- immediate-change.
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Under current accounting standards, the Group is required to measure at net market
value (fair value less disposal costs) all investments integral to general insurance
activities with movements in the net market value recorded in the statement of financial
performance. Under A-IFRS, the Group will be required to measure at fair value only
those assets held to back insurance liabilities and only where a fair value measurement
option is available under the relevant accounting standards. Those financial assets that
are not held to back insurance liabilities will move to a system of purpose led
accounting. The new standards require classification of the investments based on the
purpose for which they are held. The different classifications have different accounting
treatments, being fair value through the statement of financia! performance, fair value
through equity, and amortised cost. There is also an option to measure any financial
asset at fair value through the statement of financial performance regardless of the
purpose for which it is held. The Group has elected to apply the fair value through
statement of financial performance option under its current investment strategy for
Shareholders’ Fund and so all investments held will be measured on the same basis.



The Group reserves the right to deem further asset acquisitions as held for another
purpose and thus be valued on one of the other available bases.

Al derivative contracts, including the Exchange Right (and other embedded
derivatives), regardless of the purpose for which they are used, will be measured at
fair value. For vast majority of derivative contracts, the movements in fair value will be
recorded in the statement of financial performance. The rest of derivative contracts
which will be classified as designated hedge, the movements in fair value will be
recorded through equity.

Goodwill

No amortisation moving

forward resulting in lower
expenses, subject to
simpairment charges.

The Group will not restate the accounting for business combinations transacted prior
to 1 July 2004, as permitted under first time adoption. Goodwill will not be amortised
but will be tested for impairment at least annually. Using A-IFRS impairment
methodology, the balance of goodwill shown in the IAG 2004 Annual Report of
$1,455 million is supportable.

The Group had a goodwill amortisation expense for the year to 30 June 2004 of $91
million. The elimination of the requirement to amortise goodwill under A-IFRS will
increase reported profits, subject to any impairment charge that may be required from
time to time.

Non-goodwill intangibles
Al current nbnfgoodWiI_I‘ _

_ intanigible assets qualify -
for recognition. '

Existing non-goodwill intangible assets on the Group's statement of financial position at
30 June 2004 meet the recognition and measurement requirements of A-IFRS and so
the accounting treatment, including amortisation, will remain unchanged. They will be
subject to impairment testing.

In certain circumstances under A-IFRS, development phase expenditure will be
capitalised and so recognised as an internally generated intangible asset. Software
development is the largest component of development expenditure for the Group. The
Group s not currently carrying any capitalised software development COSts in the
statement of financial position but may have to review this position.

Superannuation surplus

. Positive impact to fetained -

earnings at 1 July 2004.

New asset/liability
" recognised.

Under A-IFRS, the relevant net position of defined penefit superannuation plans will be
recognised in the statement of financial position, with movements recognised in the
statement of financial performance. While information regarding the financial posttion of
the IAG & NRMA Superannuation Plan (Plan) sponsored by the Group is provided in the
notes to financial statements in the IAG 2004 Annual Report, the net position of the Plan
is not recognised in the Group's results.

The relevant surplus in the Plan as at 30 June 2004 under A-IFRS will pass through
retained eamings as at 1 July 2004. The surplus calculated under A-IFRS will be different
to that calcutated in accordance with current accounting standards because of different
measurement requirements, with the principal difference being the discount rate applied.

Only a small minority of employees of the Group participate in the Plan on a defined
benefit basis.
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: Share-based paym'énts

Overall expense likely to
bereduced.

Under A-IFRS, the fair value at grant date of share-based remuneration is required 10 be
recognised as an expense over the period from grant date until the equity instruments
vest fully to the employee,

The Group has, during the last two years, simplified its approach to share-based
remuneration. The cost to the Group of acquiring shares to fund future obligations for
share-based remuneration is expensed in full, generally over the period during which
the employees provide related services.

Under A-IFRS, it is likely that the equity remuneration trust used to manage the share-
based arrangements will be consolidated by the Group. The impact of this would be
that the shares purchased by the equity remuneration trust would likely be accounted
for as a reduction in equity. The requirement to determine the fair value of the share-
based remuneration and recognise this expense over the period from grant date to
vesting date will likely result in a reduction in the overall expense recognised for the
Group in relation to share-based payments.

The Group will not retrospectively apply the A-IFRS expense treatment to the

Performance Share Rights Plan because the rights were granted prior to 7 November
2002, as permitted with A-IFRS first time adoption.

" Property .
“All:property classified ’aé_
“owner-occupied.

Under current accounting treatments, all property, regardless of the purpose for
which it is used, must be designated as an investment integral to general insurance
activities and so is measured at fair value. This designation will not continue under
A-IFRS and property will be classified according to the purpose for which it is held.
All of the property within the Group will be classified as owner-occupied property
under A-IFRS.

Under A-IFRS, the Group has the option to continue to measure the property at fair
value, but with movements being recorded through equity. or to apply a cost approach
under which the property would be depreciated over its useful life and also be subject
to impairment testing.

/. Taxation -

~More deferred tax assets
and liabilities may be

+ recognised:”

Income tax will be calculated based on the "balance sheet approach’ replacing the
‘income statement approach’ currently used. This method recognises deferred tax
balances when there is a difference between the carrying value of an asset or liability,
and its tax base (being the amount attributed to an asset or liability for tax purposes).
This may result in more deferred tax assets and liabilities and, as tax effects foliow the
underlying transaction, some tax effects will be recognised in equity.

Retained earnings

The retained earnings
balance as at 30 June
2004 wilt change.
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In transitioning to A-IFRS, the basic principle (with certain exceptions) is that the Group
must apply the new standards as if the Group had always applied them. There wil
therefore be some retrospective adjustments that will affect the retained earnings balance
as at 1 July 2004.
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7.1  Risks associated with RES

Set out below are specific investment risks associated with an investment in RES. You should also consider the other
investment risks in this Section 7 as they relate to the Preference Shares into which RES may be Exchanged, Ordinary
Shares into which RES may be Converted or an investment in any of those securities.

7.1.1 Investment losses from the Portfolio

The gross proceeds of the Offer will, through a series of intra-group arrangements, be invested by IAG Portfolio in the
Portfolio. The Portfolio will hold Pertfolio Securities according to the Investment Mandate.

An issuer of any Portfolio Security might default on interest payments or fail to repay principal when due. This may arise as a
result of a lack of financial strength of the relevant issuer or due to changes in economic conditions or circumstances more
generally. Alternatively, a loss may arise where a Portfolio Security is sold at a lower price than when it was acquired in the
Portfolio. Within the Investment Mandate, there are requirements to realise securities at times when they may have lost value.
A RES Holder will bear the risk of any loss associated with a default on a Portfolio Security or realised loss on sale of a
Portfolio Security at a price below the price for which it was acquired in the Portfolio.

In these circumstances, a RES Holder will bear a loss, as such a default or realised loss would be expected to reduce the Net
Portfolio Proceeds per RES to less than $100. Among other things, this means that there will be a reduction in the interest that
may be earned on the Portfolio and, as a result, a reduction in the Net Portfolio Income available to-pay Interest Payments.

- To reduce the risks of default on Portfolio Securities, the Portfolio will be managed according to the Investment Mandate which
s consistent with qualifying for an Australian Bond Fund Rating of 'AAAf' from S&P However, there can be no assurance that

management of the Portfolio in this way will eliminate the risk of loss and as a resutt it is possible that:

» Net Portfolio Income per RES may be less than Interest Payments on an Interest Payment Date; or

" -+ Net Portfolio Proceeds per RES may be less than the Issue Price on Redemption, Conversion or Exchange.

Sections 5.3.3 and 5.3.4 set out further considerations in rélation to the Portfolio.

- 71.1.2  Effect on capital investment

If there is a default or loss on a Portfolio Security, the Redemption Amount RES Holders may receive upon Redemption or
Conversion, or the Preference Share Issue Price upon Exchange, will be reduced to the extent of the loss or default. For these
reasons, a loss or default on a Portfolio Security can resuilt in a reduction in the capital value of your investment in RES if there |
is a Redemption, Conversion or Exchange.

7.1.3  Effect on market pricé of RES

Any loss or decline in the value of the Portfolio may have an impact on the market price of RES. In such circumstances,
it is likely that RES would trade on ASX at a price which may be below the Issue Price.

7.1.4 Recourse of RES Hoiders to IAG _

As RES are issued by the Issuer rather than IAG, unless IAG exercises its Exchange Right, the rights of RES Holders
rank separately to the rights of holders of securities issued by IAG. IAG does not guarantee or provide other credit
support for RES.

7.1.5  Rights and obligations held by different IAG Entities

RES are issued by one entity in the Group and the Portfolio is held by ancther entity in the Group. As such, there is a risk
that claims against entities in the Group or laws affecting the Group may inhibit the Issuer’s ability to meet its obligations
according to RES. ' :

In addition, IAG Portfolio and IAL have entered into an Interest Rate Floor designed to provide Net Portfolio Income sufficient.
to pay Interest Payments where the Bank Bill Rate has fallen below a certain 'floor’ rate. 1AL's ability to perform its contractual
commitment is entirely dependent on its continued financial strength.
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7.2 Risks associated with Preference Shares
Set out below are specific investment risks associated with holding Preference Shares following Exchange:

7.2.1  Accounting treatment
-For reporting periods beginhing‘ on or after 1 January 2005, the Group is required to comply with A-FRS. The Grbup’s

. financial statements will be prepared according to A-IFRS for the first time for the half year ending 31 December 2005 avnd"the o
" year ending 30 June 2006. S , g S s e L

- T'he,a'dOptio'n‘ of AHFRS will have a number of implications, the key differences between existing Australian GAAP and A{FRS

o 'a’ff"e_cti'ngt the Group are included in Section 6:6. An additional key impact in relation to the issue of RES }is;tJ'\a-t IAG's Exchange.
" Right will need to be:accounted for at fair value. - B A St
’ IAG b.e,lieves the Preférenc’e Shares willbe a'écot;ntéd foras équity,- both accdrding to current Australian ‘GA'AP and on -

- adoption of A-FRS, uniike RPS1 and RPS2 which will be accounted for as debt according to A-IFRS.

. 7.2.2 - Ranking of Preference Shares

’ On ariy winding-up of IAG, Preference Shareholders wil rank behind policy holders and creditors of IAG {and equally with
" RPS Holders i all respects), but in priority to-Ordinary Shareholders to the extent of the Preference Share: Issue Price and

 , any Dividends that are declared but-are unpaid: In the event of a shortfall of furds on-a winding-up, there is a risk that

Preference Sharghelders will not receive a full' return.of t‘he'_Pré'ference Share Issue Price or ar\y'Dividend declared and

“:unpaid-at that time.. -

7.3 Risks associated with both RES and Preference Shares

Set out below are specific investment risks associated with both RES and Preference Shares:

7.3.1 Financial performance and position of IAG

IAG can exercise its Exchange Right at any time, or the Issuer may Convert RES in certain circumstances. Therefore, if IAG’s
financial position declines, or if market participants anticipate that it may decline, an investment in RES could decline in value,
even if IAG has not yet exercised its Exchange Right or Converted RES.

The value of your investment in RES will be influenced by the financial performance and position of 1AG, regardless of when, if
ever, IAG exercises its Exchange Right. 1AG's financial performance and position will also affect the value of an investment in
Preference Shares if issued.

Accordingly, when you evaluate whether to invest in the Offer you should carefully evaluate the investment risks associated
with an investment in the Group and the general insurance industry as set out in Section 7.4.

7.3.2  Financial market conditions

The market price‘ of RES and any Preference Shares will fluctuate due to various factors, including interest rates, general
movements in the Australian and international equity markets, investor sentiment, worldwide or regional economic conditions
and factors which may affect the general insurance industry.

7.3.3  Market price and liquidity of RES and Preference Shares

The Issuer and IAG are not able to predict the market price or liquidity of RES or Preference Shares if and when they
are quoted on ASX. The market on ASX for RES or Preference Shares may be less liquid than the market on ASX for the
Ordinary Shares,

It is possible that the RES or Preference Shares could trade on ASX at a price below the Issue Price or Preference Share
lssue Price. Their market value also may be affected by the market price of Ordinary Shares. RES Holders or Preference
Sharehalders who wish to sell their RES or Preference Shares (as the case may be) may be unable to do so at all if
insufficient fiquidity exists in the market for RES or Preference Shares.
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7.3.4 Interest Rate and Dividend Rate

The Interest Rate and the Dividend Rate are calculated by reference to the Bank Bill Rate each quarter, which is influenced by
a number of factors and varies over time. These rates will fluctuate (both increasing and decreasing) with movements in the
90 day Bank Bill Rate. The range for the 90 day Bank Bill Rate over the last 20 years is depicted in the chart below:
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" To reflect changes in market conditions, on 15 March 2010 and on later Reset Dates, the Issuer can change certain features
of RES including the RES Margin. As the Interest Rate fluctuates, there is a risk that the Interest Rate will become less
attractive when compared to the rates of return on comparable securities issued by other entities. Although RES Holders
may request redemption of their RES on a Reset Date, there are no reset provisions or rights to request redemption of
Preference Shares.

7.3.5  Ability to pay Interest Payments and Dividends

RES are debt instruments and Interest Payments will only be paid if the Interest Payment Tests are satisfied. For a summary
of the Interest Payment Tests, see Section 2.2.8.

Preference Shares are not debt instruments, and the Dividends payable are not the same as interest payments. Dividends
will only be paid if the Dividend Payment Tests are satisfied. For a summary of the Dividend Payment Tests see Section 2.9.7.

The Dividend Payment Tests are more restrictive than the Interest Payment Tests. 1AG is required to satisfy certain APRA
requirements in order to make Dividend Payments. These requiremerts do not apply to Interest Payments.

Interest Payments and Dividends are non-cumuiative, and therefore any Interest Payment or Dividend which is not declared
may not be made up in subsequent periods. Like other general insurance groups, due to the Group's volatility of earnings
there can be no guarantee that in certain years IAG will have sufficient profits to satisfy the Interest Payment Tests and
Dividend Payment Tests.

See Section 7.4 for risks associated with the Group and the general insurance industry.

7.3.6  Early Redemption or Conversion

The Issuer may initiate Redemption or Conversion of some or all RES in the circumstances detailed in Section 2.6.11. 1AG
may initiate Redemption or Conversion of some or all Preference Shares in the circumstances as detailed in Section 2.10.3.
Redemption or Conversion may occur if these circumstances happen prior to a Reset Date or Step-Up Date and before you
wish to dispose of your investment. This may have negative consequences depending on your individual circumstances.

Where the Issuer or IAG initiates Redemption or Conversion, the value of your investment may differ, as a result of factors
which include losses on the Portfolio Securities in relation to RES or because the number of Ordinary Shares to be issued on
Conversion depends on the VWAP during the 20 Business Days before the date of Conversion. The value of Crdinary Shares
according to the VWAP may differ to the miarket price for Ordinary Shares on the day the Ordinary Shares are issued to you.
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The Issuer may Redeem RES for the Redemption Amount and IAG may Redeem Preference Shares for the Preference Share
Issue Price. Depending on when you acquired either RES or Preference Shares, the cash amount you receive on Redemption
of either RES or Preference Shares could be higher or lower than the original price paid.

7.3.7  Taxation treatment

A summary of the potentiat taxation consequences for RES Holders and Preference Sharehoiders is contained in the
Taxation Letter in Section 8. This Taxation Letter is in general terms and does not provide specific advice in relation to the
circumstances of any particutar investor. Accordingly, you should seek independent advice in relation to ‘your own individual
taxation circumstances.

If there is a change to the taxation systemn that materially increases the costs to the Issuer or IAG of having the RES or
Preference Shares on issue, the Issuer or [AG (as the case may be) may decide that a Tax Event has occurred. This would
allow for earty Redemption or Conversion. Therefore, the exact period for which RES Holders and Preference Shareholders
will be entitled to the benefit of the rights attaching to RES or Preference Shares is unknown.

7.3.8  Credit ratings

RES have been rated 'A-' by S&F As a result of changes in the Group's operating performance or capttal structure, there
is a risk that credit ratings of wholly-owned key operating insurance entities, RES or Preference Shares (if issued) could be
downgraded in the future. This could affect the market price and liquidity of RES, Preference Shares and Ordinary Shares.

In particular, if the Portfolio Manager does not comply with S&P's criteria for 'AAAf’ rated Australian Bond Funds or maintain
the capability requirements prescribed by S&P for a portfolio manager with an Australian Bond Fund Rating of 'AAAf’, the
Portfolio could be downgraded by S&P

Atthough key wholly-owned operating insurance entities in the Group have Insurer Financial Strength Ratings of ‘AA’ from
S&P RES are not issued or guaranteed by those entities or by IAG itself. Despite this, any downgrading of the credit
ratings of one or more of those entities could affect the sentiment of market participants, thereby causing the market price
of RES or Preference Shares to fall.

7.3.9  Regulatory classification of Preference Shares

APRA has provided confirmation that the Preference Shares would qualify as regulatory Tier 1 Capital if issued today.
However, if APRA subsequently determines that the Preference Shares do or will not be Tier 1 Capital, IAG may decide
that a Regulatory Event has occurred. If this happens before any issue of Preference Shares, then it would aliow the
issuer to Redeem or Convert RES on issue. If it occurred after the Preference Shares had been issued, then it would
allow IAG to Convert the Preference Shares or, subject to APRA's prior approval, Redeem the Preference Shares. If
appropriate, IAG may seek the approval of RES Holders at the time to change the Preference Share Terms so that they
would qualify as Tier 1 Capital.

7.3.10 Future issues of securities

IAG or one of its controlled entities (including the Issuer) may issue other securities, including other notes or preference
shares which rank equally with or behind RES or Preference Shares, without the approval of RES Holders or Preference
Shareholders. In addition, the Issuer or IAG may also issue other securities that rank equally with, or behind, RES or
Preference Shares for interest, dividends or repayment of capital in a winding-up of IAG. Such issues could impact the ability
of IAG or other members of the Group 1o pay Interest Payments or Dividends or the sufficiency of funds on a winding-up.
The issue of such securities could negatively affect the price that RES or Preference Shares could trade on ASX.
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7.4  Risks associated with the Group and the general insurance industry

Set out below are investment risks associated with the Group and the general insurance industry. These are relevant to an
investment in RES, Preference Shares and Ordinary Shares as the value of your investment will depend on the financial
performance and position of the Group. regardless of when or if IAG exercises its right to Convert or Exchange RES.

7.4.1  Investment performance

Investment performance can significantly affect the Group's financial performance and position. The Group's investment
portfolio consists of assets, which back:

» Shareholders' Funds; and
+ Technical Reserves which represent assets to support outstanding claims and Unearned Premium liabilities.

In accordance with the Group's investment policy, the majority of Sharehoiders’ Funds are invested in Australian and
international equity securities. The Group's investment policy for Technical Reserves is to invest in fixed interest and cash

. (a proportion of the exposure is achieved by swapping the index return on Australian equities held with an indexed bond
return). The level and volatility of investment income derived from equity securities are greater than the level of volatility
experienced with fixed interest and cash investments. The Technical Reserves assets are subject to fluctuations in interest rates.
However, the impact of interest rate movements on the market value of the Group's fixed interest portfolio is largely offset by the
corresponding change in the discount rate applied to the Group's outstanding claims reserves. The duration of the Group’s
Technical Reserves is closely matched to the expected duration of the underlying claims liabilities.

7.4.2  Estimation of claims provisions

The Group maintains provisions for unpaid claims and related expenses, which reflect estimates of future claims, inflation
trends and other factors. Atthough the Group seeks to maintain claims provisions at a minimum level of 90% Probability of
Sufficiency, the establishment of appropriate provisions is an inherently uncertain process, especially for Long-tail classes of
business. There can be no assurance that the Group's current claims provisions will be sufficient.

7.4.3 Market position

IAG’s business is concentrated in Australia and New Zealand, which sourced 86% and 14% of the GWP for the financial year
ended 30 June 2004. This means the Group's performance is largely dependent on the insurance sector performance in both
Australia and New Zealand.

Personal fines comprised 67% of the Group's GWP for the financial year ended 30 June 2004. Currently, the structure of

the personal lines business in both countries is such that the vast bulk of the business is written by five industry participants
in each country. The focus of these players on generating a reasonable return on capital, their well known brands and the
benefits of scale in operating costs and data management, together with APRA requirements designed to ensure prudential
levels of capital, reduce the risk of irational competition. However, should this occur, the Group's leading market shares
would make it an obvious target for aggressive competitive action.

Commercial insurance is heavily influenced by the intemational insurance cycle. The degree of influence is strongest for large
corporate business where international capital flows easily in and out of the local market, generally through large brokers.
Reinsurance, which can be a significant element of commercial insurance pricing, is subject to the same cycle. The speed
and extent of the cycle decrease with the size of the business being insured. The current stage of the cycle is one of reducing
premiums and this will put pressure on margins in business, which accounted for 33% of the Group's GWP for the financial
year ended 30 June 2004. The extent of this pressure should be mitigated in part by the Group’s focus on small to medium
enterprises, including a significant element of rural business.
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7.4.4 Reinsurance

The Group enters into a significant number of Reinsurance treaties to fimit its risk exposure to any one claim, class of business
or occurrence of specific events. There can be no assurance that the Group's current Reinsurance caverage is adequate, that
Reinsurance coverage will be available at adequate rates and levels in the future, or that reinsurers will pay valid claims.

7.4.5 Overseas expansion

The Group has announced its intention to explore opportunities to develop its international operations by acquisition in
appropriate circumstances. Expansion into international markets creates sovereign, currency and economic risks, and

increases the Group’s exposure to regulatory and tax risks. in addition, the Group does not have significant experience
in the general insurance markets in places where it does not already operate.

7.4.6 Catastrophes

General insurers are subject to the risk of large-scale claims arising out of catastrophes, which may have a significant impact
on their earnings and financial condition. Catastrophes may include cyclones, earthquakes, wind, hail, floods, fire, volcanic
eruptions and explosions, which are inherently unpredictable with regard to incidence and severity. While the Group has
historically managed its exposure to catastrophes through, among other things, the purchase of Reinsurance, there can be
no assurance that Reinsurance coverage will continue to be available at acceptable rates and levels or that existing coverage
will prove adequate. ‘

7.4.7 Changes in government policy, regulation or legisiation

The general insurance industry in Australia is subject to extensive legislation, regulation and supervision by federal and state
regulatory organisations, including APRA, insurance-specific regulation and supervision are primarily directed to the benefit of
policyholders and not RES Holders or Preference Shareholders. Future legisiation and regulatory change in countries in which
the Group operates may affect the general insurance industry and may adversely affect the Group's financial performance
and position.

7.4.8 Operations and operational matters ‘

Whilst the Group has operational risk management practices, its profitability will continue to be subject to a variety of
operational risks including - strategic and business decisions (including acquisitions); technology risk (including business
systems failure); reputation risk {including damage to brands);-fraud; compliance with legal and regulatory obligations;
counter-party performance under contractual arrangements; business continuity planning; legal risk; data integrity risk;
key person risk; and external events.

7.49 Economic and industry conditions

The Group's performance depends significantly on economic conditions in Australia and New Zealand, and on global
economic conditions that affect the economies of both countries, Changes in economic conditions can affect the financial
results of the Group through their effect on market conditions, through investment income and through changes in consumer
demand for the Group's products and services. The Group cannot predict the impact that future economic and industry
conditions will have on its business. They may be unfavourable, and as a result there can be no assurance that future
conditions will not have a material adverse effect on the Group's financial performance and position.

7.4.10 Litigation

The Group lis from time to time involved in fegal proceedings refating to policies underwritten by entities in the Group or
arising from its operations generally. While there are no material legal proceedings that are current or threatened against the
Group, there can be no assurance that the outcome of legal proceedings from time to time will not have a material effect on
the Group's business, financial performance or position.

The summary of investment risks in this Section is not exhaustive and you should read this Prospectus in its

entirety and consult your accountant, stockbroker, lawyer or other professional adviser before deciding whether
to invest in the Offer.
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MALLESONS OTEPHEN JAQUES

22 November 2004

The Directors

1AG Finance (New Zealand) Limited
New Zealand Branch

IAG House

151 Queen Street

Auckiand

New Zealand

The Directors

Insurance Australia Group Limited
388 George Street

Sydney NSW 2000

Australia

Dear Directors

Taxation Letter - Reset Exchangeable Securities (RES)

We have been instructed by the Issuer and |AG to prepare this Taxation Letter for inclusion in this Prospectus dated
22 November 2004 in relation to the Offer.

8.1  Scope of advice
This Taxation Letter is based on the documents referred to in this Prospectus and provides a summary of the principal
Australian income tax and GST consequences arising from the acquisition, holding and sale of:

* RES by a RES Holder;
*+ Preference Shares by a RES Holder whose RES are Exchanged into Preference Shares; and
* Ordinary Shares by a RES Holder whose RES are Converted into Ordinary Shares.

This Taxation Letter deals with the position of RES Holders who hold RES, Preference Shares or Ordinary Shares on capital
account for tax purposes. This Taxation Letter does not deal with the position of RES Holders who hold RES, Preference
Shares or Ordinary Shares for resale at a profit, or as trading stock as part of a securities trading business.

The information contained in this Taxation Letter is of a general nature only and does not constitute taxation advice to any
particular investor. It does not attempt to address all of the taxation consequences that may be relevant to investors. Potential
investors should seek independent taxation advice for their own particular circumstances,

All fegisfative references in this Taxation Letter are to provisions of the Income Tax Assessment Act 1936 (Cwith) and to the
provisions of the Income Tax Assessment Act 1997 (Cwith) (each, the Act). The capitalised words and expressions in this
letter have the same meaning as in this Prospectus unless indicated otherwise.

This Taxation Letter is based on the Austrafian income tax and GST laws applicable as at the date of this Taxation Letter,

Level 60 Governor Phillip Tower 1 Farrer Place Sydney NSW 2000 Australia T +61 2 9296 2000
DX 113 Sydney ABN 22 041 424 954 syd@mallesons.com www.mallesons.com F +61 2 9296 3999
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8.2 Reset Exchangable Securities

RES will be both traditional securities as defined in section 26BB of the Act and assets for the purposes of the
CGT provisions of the Act.

8.2.1 Interest Payments

Interest Payments will be assessable income in the tax year in which they are received or credited to the account of the
RES Holder.

Interest Payments will be non-share dividends which may be franked. To the extent that an Interest Payment is franked, the
amount of the franking credit attaching to the Interest Payment will also be included in the assessable income of the RES
Holder. A RES Holder will generally be entitled to a tax offset (that is, a tax rebate) equal to the amount of the franking credit.

" RES Holders who are individuals or complying superannuation funds (but not RES Holders who are companies) may be
entitled to a refund of tax if the amount of the tax offset exceeds the RES Holder's net liability (excluding the amount of the tax
offset) to income tax for that tax year.

RES Holders who are companies will be entitled to a credit in their franking account equal to the amount of the franking credit.

In the absence of being required to make related payments, for a RES Holder to qualify for the above franking benefits,
the RES Holder must hold the RES "at risk’ for a minimum number of days during a defined period (called a primary
qualification period).

The minimum number of days for ordinary shares is 45 days and, for preference shares, 80 days. Although the Act is not
clear, we believe that the minimum number of days for RES is 90 days. That is, the RES Holder must hold the RES “at risk’ for
90 days during the primary qualification period beginning on the day after the day on which the RES Holder acquired the RES
and ending on the 90th day after the day on which RES go ex-Interest Payment on ASX.

The benefits of franking may not be available if the RES Holder is under an obligation to make related payments in respect of
the franked Interest Payment, or enters into arrangements to reduce the risk of loss or opportunity for gain on RES.

The Act also contains a number of anti-avoidance provisions which seek to deny the benefit of franking if the Commissioner of
Taxation considers the arrangements to constitute 'streaming’ of franking credits. In our view, these provisions will not apply.

8.2.2 Sale or Redemption for cash

If RES are sold or Redeemed for cash, an assessable gain may arise according to section 26BB if the cost of RES is less
than the proceeds of sale or the Redemption Amount. If the proceeds of sale or the Redemption Amount is less than the
cost of RES, that difference will generally be deductible according to section 70B of the Act. The cost base of RES will
generally be the amount paid on issue which is the Issue Price or purchase of RES plus the costs of acquisition which are
not otherwise deductible,

The amount of any capital gain arising from the sale of RES or Redemption for cash will be reduced by the amount included
in the RES Holder's assessable income under the traditional securities provisions.

8.2.3 Conversion into Ordinary Shares

If RES are Converted, any gain or loss on Conversion will be ignored for the purposes of both the traditional securities
and CGT provisions.

8.2.4 Exchange into Preference Shares ,

If RES are Exchanged then, although the matter is not free from doubt, an assessable gain may arise according to section
26BB of the Act if the market value of the Preference Shares issued on Exchange exceeds the cost of the RES. If the market
value of the Preference Shares issued on Exchange is less than the cost of RES, that difference will generally be deductible
according to section 70B of the Act. The cost base of RES will generally be the amount paid for the issue or purchase of RES
plus the costs of acquisition which are not otherwise deductible.

The amount of any capital gain arising from the disposal of RES on Exchange will be reduced by the amount included in the
RES Holder's assessable income under the traditional securities provisions.
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8.3 Preference Shares

Preference Shares will not be traditional securities as defined in section 26BB of the Act, but will be assets for the purposes of
the CGT provisions of the Act.

For RES Holders who are issued Preference Shares as a result of Exchange, the cost base for each Preference Share for

CGT purposes will be the sum of:

* the cost base of RES at the time of Exchange; and

+ the amount by which any capital gain arising upon Exchange was reduced by an amount included in assessable income
under the traditional securities provisions.

For Preference Shareholders who acquire the Preference Shares on market, the cost base will generally be the amount paid
for the purchase of the Preference Shares plus the costs of acquisition which are not ctherwise deductible.

8.3.1 Dividends
Dividends will be assessable income in the tax year in which they are received or credited to the account of the
Preference Shareholder.

To the extent that a Dividend is franked, the amount of the franking credit attaching to the Dividend will also be included in the
assessable income of the Preference Shareholder. A Preference Shareholder will generally be entitied to a tax offset (that is, a
tax rebate) equal to the amount of the franking credit.

Preference Shareholders who are individuals or complying superannuation funds (but not Preference Shareholders who are
companies) may be entitled to a refund of tax if the amount of the tax offset exceeds the Preference Shareholder’s net liability
(excluding the amount of the tax offset) to income tax for that tax year.

Preference Shareholiders who are companies will be entitled to a credit in their franking account equal to the amount of
the franking credit.

In the absence of being required to make related payments, for a Preference Shareholder to qualify for the above franking
benefits, the Preference Shareholder must hold the Preference Shares "at risk’ for a minimum number of days during a
primary gualification period. The minimum number of days for preference shares is 90 days. That is, the Preference
Shareholder must hold the Preference Shares "at risk’ for 90 days during the primary qualification period beginning on the day
after the day on which the Preference Shareholder acquired the Preference Shares (including because of Exchange) and
ending on the 90th day after the day on which the Preference Shares go ex-Dividend on ASX.

The benefits of franking may not be available if the Preference Shareholder is under an obligation to make related
payments in respect of the franked Dividend, or enters into arrangements to reduce the risk of loss or opportunity for gain
on Preference Shares. :

8.3.2 Sale for cash

If Preference Shares are disposed of for cash, a capital gain may arise if the cost base of the Preference Shares is less
than the consideration received in relation to the disposal. If the consideration is less than the cost base, that difference
will generally give rise to a capital loss.

For Preference Shareholders who are individuals or trustees of trusts, the capital gain (net of any available capital losses)
is reduced by one-half if the Preference Shares have been held for at least 12 months and are not disposed of under an
agreement made within 12 months of acquisition. For complying superannuation funds, the capital gain is reduced by
one-third if the same conditions are satisfied. The acquisition date for this purpose will be the date of issue of the
Preference Shares if they are acquired upon an Exchange.

8.3.3 Redemption for cash

A Preference Share can only be Redeemed from the proceeds of a fresh issue of shares by IAG or out of profits of {AG. If the
Redemption Amount is sourced out of a fresh issue of shares by [AG, the tax consequences will generally be the same as a
sale. If the Redemption Amount is sourced out of profits, that Redemption Amount will be an assessable dividend.

The source from which a Redemption of Preference Shares will be made will be within the contro! of IAG.
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8.3.4 Conversion into Ordinary Shares
If Preference Shares are Converted, any gain or loss on Conversion will be ignored for CGT purposes.

8.4 Ordinary Shares

Ordinary Shares will not be traditional securities as defined in section 26BB of the Act, but will be assets for the purposes of
the CGT provisions of the Act.

For Ordinary Shareholders who acquire Ordinary Shares upon Conversion of RES or Preference Shares, the cost base for the
RES or Preference Shares will be spread over the Ordinary Shares acquired upon Conversion.

.84.1 Dividends
The treatment of dividends from Ordinary Shares will generally be the same as that discussed above for Dividends from
Preference Shares, except that the minimum holding period for ordinary shares is 45 days with the primary qualification period
beginning on the day after the day on which the Ordinary Shareholder acquired the Crdinary Shares (including because of
Conversion) and ending on the 45th day after the day on which Ordinary Shares go ex-Dividend on ASX.

8.4.2 Sale for cash

If Ordinary Shares are sold for cash, a capital gain may arise if the cost base of Ordinary Shares is less than the
consideration received in relation to the sale. If the cons